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WARNACO INC. 


Financial Highlights 


(Dollars in thousands 
except per share data) 


Net Sales 

Net Income 

Current Assets 

Current Liabilities 

Property, Plant & Equipment 
Shareholders’ Equity 

Primary Earnings Per Share 
Fully Diluted Earnings Per Share 


Book Value Per Share Of Common Stock 


1981 1980 
$478,883 $465,009 
21,166 16,590 
215,563 185,049 
91,990 68,763 
35,481 30,306 
118,612 102,303 
4.88 3.87 
4.32 3.42 
27.14 24.06 


% 
Change 


+ 3.0 
+276 
+ 16.5 
+33.8 
+17.1 
+15.9 
+ 26.1 
+ 26.3 
+128 


Warnaco is an international diversi- 
fied apparel company which pro- 
duces and markets apparel with 
directly-owned brand names in- 
cluding: Warner's intimate apparel 
and daywear; Hathaway men’s 
dress and sport shirts, neckwear, 
women’s shirts and related sepa- 
rates; Puritan and Thane men’s 
sweaters and knit shirts and The 
Sporting Life men’s sport shirts; 
White Stag women's sportswear 
and men’s and women’s active 
sportswear, outerwear and skiwear 
bearing the White Stag and Moun- 
tain Goat labels, and men’s wear 
bearing the Stag label; Rosanna 
women’s sweaters and related 

~ knitwear. 


Net Operating Income as a 
Percentage of Net Sales 


1977 


1978 


1979 1980 


1981 


Warnaco has certain exclusive 
licenses for Christian Dior men’s 
dress, woven and knit sport shirts, 
neckwear, leather goods, jewelry, 
underwear, beachwear, pants, 
scarves, mufflers, sweaters and 
women’s active sportswear; Pringle 
of Scotland men’s and women's 
sweaters, knitwear and sportswear: 
Chaps by Ralph Lauren men’s 
dress and sport shirts, neckwear 
and sportswear; Speedo racing 
and fashion swimsuits; Austin Reed 
men's shirts, active sportswear, 
robes, gloves and hats; McGregor 
men's sweaters and sweater shirts; 
Spalding active sportswear; Jack 
Nicklaus sweaters and golf shirts, 
and Yves Saint Laurent women's in- 
timate apparel, daywear and 
sleepwear. 


Income and Earnings Per Share 


B® Net Operating Income 
$ Millions 


Fully Diluted Operating 
~ Earnings Per Share 


1978 1979 


1980 


1981 


Philip J. Lamoureux 
President and 
Chief Operations Officer 
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Shareholders’ Equity 


$ Millions $118.6 


$102.3 


$88.8 


$74.4 


$62.1 


1977 1978 oS) 1980 1981 


To the Shareholders: 


The world economies in which Warnaco 
operates were in recession during most of 
1981. It was, however, the fifth straight year 
of significant progress for Warnaco, with 
new records of revenue and profit. 

Pre-tax profits increased 40 percent to 
$34,535,000 from $24,608,000 in 1980. Net 
income on a fully taxed basis rose 28 per- 
cent and totaled $21,166,000 or $4.32 per 
fully diluted common share against 
$16,590,000 or $3.42 per share last year. 

Revenue for the year totaled a record 
$478,883,000, up from $465,009,000 
in 1980, notwithstanding the sale of the 
Camping and Watersports units and 
the liquidation of the High Tide Junior 
Swimwear unit in 1980, the sale of Jerry 
Silverman, Inc. and the planned reduc- 
tion of the low margin parts of the CBS 
Imports business in 1981. 

We completed negotiations for the acqui- 
sition of Cisco Casuals and took posses- 
sion on February 1, 1982. Cisco holds 
important licenses in men’s sportswear 
plus scarves and mufflers from Christian 
Dior and a broad range of men’s products 
from Austin Reed of Britain. This acquisition 
holds great promise for Warnaco. 

We also completed negotiations with 
Pringle of Scotland for a broad-based mar- 
keting and licensing agreement for North 
America. Shipments of this world famous 
brand will begin in Fall 1982. 

Trading conditions were difficult in all 
markets but especially so in Canada during 
the second half of the year. Nevertheless, 
all units except Croydon performed well. 
Results in the United Kingdom were satis- 
factory but we suffered from a weak trad- 
ing environment on the Continent and 
some dislocation necessitated by the relo- 
cation of the Warner's manufacturing plant 
in Belgium. 

The apparel market in the United States 
was strong in the first half but weakened 
later. However, the strength of our brands 
enabled us to perform exceptionally well in 
both sales and profits. Particularly strong 
were Warner's, Hathaway, White Stag and 
Puritan/Thane. Christian Dior products also 
set new sales records. Jack Nicklaus knit 
shirts and sweaters moved ahead smartly. 
The Golden Bear had a fine year. 

The company continues to strengthen its 
financial position. At year end working cap- 
ital totaled $124 million, total assets em- 
ployed were $268 million and shareholders’ 
equity increased $16 million and totaled 
$119 million at year end. 


During a year of unprecedented high 
interest rates, we were able to reduce our 
average short-term borrowings from last 
year’s levels, and, as a consequence, we 
cancelled our existing $65 million Revolv- 
ing Credit Agreement and entered into 
a new three year, $40 million agreement 
and, at the same time, established lines of 
credit to provide adequately for seasonal 
cash needs. 

Your Board of Directors increased the 
quarterly dividend to shareholders of com- 
mon stock to 25 cents per share in Febru- 
ary 1981. In February 1982 they again 
raised the dividend to 30 cents. This is the 
fifth such increase since dividends were 
resumed in July of 1979. 

Distribution facilities were expanded in 
Waterville, Maine for Hathaway and in Strat- 
ford, Connecticut for Warner's while Puri- 
tan’s Duncansville, Pennsylvania facility 
was upgraded substantially. New auto- 
mated cutting equipment was installed at 
Thomasville, Georgia, for Warner’s and 
Warner's European operation established a 
centralized cutting facility in Nottingham, 
England. Two older leased facilities in Che- 
cotah, Oklahoma, were closed and consoli- 
dated into anew, more efficient factory by 
the White Stag Division. In September 
Hathaway Canada built a major new addi- 
tion in Prescott, Ontario virtually doubling 
the present facility. 

The company’s order backlog is well 
ahead of last year. Although current reorder 
activity is inconclusive, Warnaco’s strong 
brands should continue to assert their 
leadership albeit in a somewhat confused 
marketplace. We approach the remainder 
of the year with aggressive caution. 

In April of 1981 Frank J. Manheim sub- 
mitted his resignation from our Board of Di- 
rectors, having reached the retirement age 
of 70. Mr. Manheim had been a member of 
our Board since 1963. As a partner of Leh- 
man Bros., he helped us go public in 1961. 
Then as chairman of A. Manheim & Co. and 
later chairman of Amex Bank Ltd. of Lon- 
don, he continued to give us wise counsel, 
especially in financial matters, for many 
years serving as chairman of our Finance 
Committee. He will be available to us for 
consultation. 

In August of 1981, William M. Jennings, a 
director of this company since 1965, 
passed away. His contribution to Warnaco 
was immense. Warnaco owes much to his 
foresight, judgment and integrity. He gave 
of himself more than most men and his 
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counsel and friendship will be sorely 
missed. 

At the Annual Meeting in April, James D. 
Moran, chairman and chief executive offi- 
cer of The Flintkote Company, joined the 
Board. He brings a broad background of 
business experience and we welcome his 
contribution. 

Our good progress in 1981 was due to 
excellent performance by Warnaco people 
throughout the organization. These dedi- 
cated employees are a major factor in the 
company’s plan for continued growth. 

We wish to thank our customers for their 
continued loyalty and our shareholders for 
their firm support. 


(GB a 


Ja . Walker 
Chairman and 
Chief Executive Officer 


March, 1982 
Bridgeport, Connecticut 


Hathaway 

The C.F. Hathaway Division 
had a 29 percent increase in 
sales and a 50 percent increase 
in pretax profits thus surpassing 
its previous record set in 1980. 

The division markets three 
prestigious brands of men’s ap- 
parel to the nation’s premier de- 
partment and specialty stores: 
the Hathaway brand of dress 
and sport shirts which is di- 
rected to the executive with clas- 
sic fashion tastes; the Christian 
Dior line of dress shirts, ties and 
accessories for the elegant con- 
sumer; and Chaps by Ralph 
Lauren for the younger and 
spirited traditionalist. 

These brands are the quality 
standard-bearers of their market 
and appeal to the most demand- 
ing consumers and retailers. 
Since Hathaway deals with this 
consumer segment only, it has 
been able to achieve great 
growth despite the adverse 
economy. Its system of distribu- 
tion through the premier depart- 
ment and specialty stores has 
contributed to its consumer 
loyalty and rapid growth. 


‘ ¥. i 


Hathaway Dress Shirts and Neckwear: The Industry Standard for Excellence 


The division has outgrown 
even its newest facilities and out- 
paced its long range business 
plans approved in 1980. The 
management team is establish- 
ing new long-term business 
plans and marketing strategies 
which the company will con- 
tinue to encourage, support and 
finance because of the division’s 
strength in people and a belief in 
the growth of the better-quality 
market. 

At year end negotiations were 
completed for the acquisition of 
the assets of Cisco Casuals, a 
licensee of Christian Dior and 
Austin Reed for men’s sports- 
wear products. Cisco will 
become a segment of the Hatha- 
way group in keeping with War- 
naco's “Control Center” policy 
because It complements Hatha- 
way's marketing strategy and an 
essential belief in the brand 
management concept. The com- 
pany is confident that Cisco will 
make important contributions to 
sales and profits in 1982 and 
beyond. 
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Hathaway’s Jack Nicklaus Knitshirt 
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Hathaway's authentic India Madras Sport Shirt 


Warner’s 

Warner's, in its 106th year and 
the dominant brand in its indus- 
try, Succeeded in increasing its 
market share and in diversifying 
its product base. It was an ex- 
cellent year, by any standards. 

As one of the largest and most 
aggressive marketers of quality 
intimate apparel, Warner’s 
achieved record sales and prof- 
its during a period of economic 
uncertainty. The nation’s leading 
department and specialty stores 
had significant increases in 
sales of Warner brand products 
due, in part, to a strategy of mar- 
keting innovative products that 
appeal to the quality segment 
of the market. 

Warner's well known brand 
name was strongly supported 
by national advertising, point- 
of-sale promotion and a highly 
effective sales and service 
force which created maximum 
consumer impact and demand. 

In its third year, Warner's day- 
wear surpassed an aggressive 
plan and achieved outstanding 
results. Daywear exemplifies 
Warner's successful program of 
product diversification. 


During 1981 Warner's 
launched its Yves St. Laurent 
unit which markets daywear and 
foundations under one of the 
world’s most prestigious de- 
signer brands. It is expected 
that this unit, with its unique mar- 
keting direction, will make major 
contributions to Warner's growth 
by establishing a strong base 
in the increasingly important 
designer market. 

The Exclusive Apparel market- 
ing unit continued its leadership 
position in supplying the nation’s 
leading chain.stores with higher 
quality innovative products and 
merchandising techniques. 

Warner’s has, for many years, 
been a leading profit producer 
for Warnaco and we expect its 
record performances to con- 
tinue. Our corporate strategy 
dictates that we aggressively 
support its growth plans and its 
superb management team. 


Warner’s Coordinated Daywear. 


Warner's Best Selling contemporary “Sizzles.” 
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Warner's Fashions from the International Division. 
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White Stag Sportswear. 


White Stag 


The White Stag Division has 


two marketing units; White 
Stag Action Sportswear and 
White Stag Women’s Sports- 
wear and Outerwear. 


The division had a very profit- 


able year despite the severe 
drop in ski apparel sales 


caused by a two-year industry- 


wide problem of ‘‘no snow”. 


White Stag Women’s Sports- 


wear and Outerwear substan- 
tially increased its market 
share resulting in record 
sales and profits. The White 


Stag consumer brand accept- 


ance level is powerful and 
during troublesome eco- 
nomic times its product/price 
value and attractive color co- 
ordinated separates meet 
with special consumer 
appreciation. 

White Stag ActionSports 
suffered from the lack of 
snow. Fortunately, the 
strength of its brand names, 
White Stag and Mountain 
Goat, and product diversifica- 
tion into fashionable outer- 
wear and active sportswear 
enabled it to maximize sales 
and prevent any serious profit 
drain to the division. The 
management team did an ex- 
cellent job of inventory con- 


White Stag Sportswear Separates. 


trol. As the pace of retail 
sales toward year end in- 
creased, inventories were 
cleared both at the retail and 
wholesale levels. 

Hirsch Weis 

Hirsch Weis is the Amer- 
ican licensee of Speedo, 
the internationally ac- 
claimed competitive swim- 
wear brand. Because of 
the strength of the brand 
name, the product assort- 
ment has been broadened 
to include active sports- 
wear which has met with 
very favorable retailer and 
consumer acceptance. 

Plans are now in the final 
stages for additional prod- 
uct categories. Hirsch 
Weis, which in the past 
sold its products through 
sporting goods and re- 
lated specialty stores, re- 
cently began a program to 
penetrate the department 
store universe. It has been 
successful, thus opening 
up a whole new channel of 
distribution. 

The outlook for the overall 
division is very favorable and 
the White Stag management 
team has positioned itself for 
increasing contributions to 
Warnaco's earnings. 
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White Stag Skiwear. 


Asie 


White Stag Sportswear. 
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White Stag Outerwear. 


Warnaco Knitwear 
Division 

The Warnaco Knitwear 
Division had a 22 percent in- 
crease in sales anda 123 
percent increase in pretax 
profits, thus over-shadowing 
1980 which in itself was a 
good year. 

The division markets Puri- 
tan and Thane sweaters and 
knit shirts for men, Christian 
Dior sweaters for men, Hatha- 
way and Rosanna shirts and 
knits for women, all sold 
through the nation’s leading 
department and specialty 
stores. It also markets exclu- 
sive label knits for the quality- 
oriented chain stores. 

1981 represented the near 
completion of the division's 
redirection. Its success is a 
credit to the management 
team. The Puritan brand had 
an excellent year and Thane 
was positioned for growth in 
the better market, as was Ro- 
sanna. Hathaway Women's 
shirts is a Start-up venture. 

In less than three years 
Christian Dior men’s sweaters 
have achieved remarkable 
consumer acceptance. 

The division completed a 
marketing plan that will pro- 
vide the sales and profit 
growth to carry it through 
the 80’s and the somewhat 
cyclical nature of some of its 
businesses. The plan is 
based on an aggressive at- 
tack on the highest quality 
niches of the market. It is ex- 
emplified by the company’s 
recent license and distribu- 
tion agreement with Pringle of 
Scotland which is considered 
to have the finest quality knit- 
wear product in the world. 
This famous name will be ex- 
panded into a wider range of 
sportswear for men and 
women. In addition, the divi- 
sion will market Spalding ac- 
tive sportswear and McGregor 
sweaters and both will be sold 
through quality chain stores. 

There is confidence that this 
division is now positioned for 
consistent profit contributions. 


Puritan’s famous “Earl Vee” Sweaters. 


Hathaway for Women. 


Puritan's Thermax energy saver Sweaters. Thane Knit Shirt 
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Christian Dior Shirts and Neckwear. Christian Dior Accessories. 


Christian Dior Sweaters. Chaps by Ralph Lauren Spirited Traditions. 
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Warnaco holds sev- 
eral licenses from world 
renowned designers and 
brands which are impor- 
tant parts of our consumer 
marketing mix. These 
licensing operations are 
managed under our 
“brand management con- 
cept” and are matched 
with the particular product 
expertise of the operating 
company. 

Depicted on these 
two pages are some of the 
principal licensed 
products. 

Christian Dior. A long 
and very special rela- 
tionship exists between 
the House of Dior and 
Warnaco. Because of our 
effort, investment, and with 
cooperation from Paris, 
Warnaco has become the 
largest Dior licensee in the 
world. The three pictures 
on this page highlight the 
elegance of Dior. 

Chaps by Ralph 
Lauren. Three years ago 
we started “Chaps by 
Ralph Lauren,” a rapidly 
growing business that 
recognizes the “spirited 
traditional” dressing of men. 
Mr. Lauren is the fore- 
most American designer 
in this category. Our con- 
sumer research indicates 
a great opportunity for 
continued growth. 

Pringle of Scotland. 
Pringle has always pro- 
vided the standard of ex- 
cellence throughout the 
world in its product cate- 
gories. Our first product, 
sweaters, will be found at 
retail in Fall 1982. There- 
after our marketing plan 
calls for the addition of ex- 
quisite sportswear for men 
and women. Expensive? 
Yes, but what truly valu- 
able collectors’ items 
are not? 

Yves St. Laurent. 

Last year we introduced 
Yves St. Laurent intimate 
apparel. This is truly a col- 
lection representing this 
extraordinary designer's 
fashion sense in a line featur- 
ing intimate apparel that cov- 
ers both the career and 
sportive wardrobe needs of 
women. 

Spalding. This line of 
high quality active sports- 
wear sets a classic style 
direction and emphasizes 
exceptional value. 

Speedo. Competitive and 
fashion swimwear is sold by 
Hirsch Weis. 


ss AN a Mines 
Pringle of Scotland Shetland and Cashmere Sweaters. 


Yves St.Laurent Intimate Apparel. 


Speedo Competitive and Fashion Swimwear 


Quarterly Financial Data (Unaudited) 


(Dollars in thousands 


except per share data) 1st 
Net sales $109,732 
Gross profit 38,036 
Net income 2,932 
Per share data 
Primary $ .67 
Fully diluted .60 


1981 Quarters’ 


2nd 3rd 


$98,805 $146,404 $123,942 $478,883 $108,401 


31,558 51,251 
2,379 9,842 
$ .54 $2.29 
49 2.01 


4th 


Year 


41,575 162,420 
6,013 21,166 
$1.38 $4.88 

1.22 4.32 


1980 Quarters 


1st 2nd 3rd 


33,655 28,078 45,287 
2,445 250 8,217 
$ .56 $ .04 $1.96 
Ol 04 1.69 


4th Year 


$95,167 $140,222 $121,219 $465,009 


38,984 146,004 
5,678 16,590 
$1.31 $3.87 

1218 3.42 


Cash Dividends 

Paid per Share 

Common stock 

$1.50 Cum. Cv. Pfd. 

$1.10 Sub. Cum. Cv. 
Pfd. Ser. A 

$3.00 Non. Cum. Pfd. 


25 


372 
212 


25 25 
CY A//3 372 
212 i212 


.25 
i312 
272 


3.00 


1.00 
1.50 
1.10 


3.00 


.20 .20 7-40) 
37% 37 V2 Of 72 
2) V2 wlye 212 


.20 .80 
HOVE 1.50 
21 V2 1.10 
3.00 3.00 


ee 


High/Low 
Prices on NYSE 
Common stock 


$1.50 Cum. Cv. Pfd. 38 


28% 


23% 
15% 


272 26% 
21% 20% 
45%, 44%, 
38%, 41 


29%, 
2374 
49V%, 
452 


291%, 
15% 
49%, 
285 


17% 16% 16%. 
10% 13% 13% 
29 29 29 
262 29 29 


16% 17% 
14% 10% 
29% 29% 
28 262 


Summarized quarterly financial data for 1981 and 1980 are presented above. 


*The 1981 quarters were restated to reflect adjustments resulting principally from the adoption of FAS 52 relating to foreign 
currency translations and transactions (Note 14). 


The subordinated cumulative convertible preferred stock Series A is not listed on any exchange. 


TRADEMARKS 


Trademarks owned by Warnaco, its subsidiaries or affiliates include: Warner's, Hathaway, Hathaway Golf Classic, White Stag, 
Mountain Goat, Puritan, Rosanna, Speedo, Thane, and “Earl Vee”. 


Wey 


WARNACO INC. 


Statements of Consolidated Income and 


Retained Income 


Income Year Ended 


Net sales 


Costs and expenses: 
Cost of goods sold 
Selling, administrative and general expenses 
Interest expense 
Employees’ retirement plans (Note 3) 


Operating income before income taxes, minority interest 
and extraordinary credit 
Provision for income taxes (Note 4) 
Minority interest in earnings of consolidated subsidiaries 


Income before extraordinary credit 
Extraordinary credit-tax effect of carry forward of prior 
years’ operating losses and credits (Note 4) 


Net Income for year 


Income per common share and common equivalent share 
(Note 5):— 
Primary: 
Before extraordinary credit 
Extraordinary credit 


Net income 

Fully diluted: 
Before extraordinary credit 
Extraordinary credit 


Net income 
Retained Income 


At beginning of year 
Net income for year 


Cash dividends declared:— 
Preferred: 

$3.00 noncumulative ($3.00 per share in 1981, 1980 
and 1979) 

$1.50 cumulative convertible ($1.50 per share in 1981, 
1980 and 1979) 

$1.10 cumulative convertible ($1.10 per share in 1981, 
1980 and 1979) 


Common ($1.00 per share in 1981, $.80 in 1980 
and $.35 in 1979) 


5% Stock dividend declared on common stock 


At end of year (Note 8) 


January 2, 1982 


52 weeks 


$478,883,000 


316,463,000 
109,377,000 
13,960,000 
4,256,000 


444,056,000 


34,827,000 
13,369,000 
292,000 


21,166,000 


$ 21,166,000 


$ 4.88 


$ 4.88 
$ 4.32 


$ 4.32 


$ 79,464,000 
21,166,000 


100,630,000 


4,000 
127,000 


311,000 
442,000 


4,043,000 
4,485,000 


4,485,000 
$ 96,145,000 


January 3, 1981 
53 weeks 


$465,009,000 


319,005,000 
102,855,000 
14,474,000 
3,732,000 


440,066,000 


24,943,000 
8,018,000 
335,000 


16,590,000 


$_ 16,590,000 


$ 3.87 


$ 3.87 


$ 3.42 


$ 3.42 


$ 66,539,000 
16,590,000 


83,129,000 


5,000 
161,000 


357,000 
523,000 


3,142,000 
3,665,000 


3,665,000 
$ 79,464,000 


These statements should be read in conjunction with the accompanying Notes to Consolidated Financial Statements. 


December 29, 1979 


52 weeks 


$448 345,000 


315,790,000 
92,719,000 
14,579,000 

3,545,000 


426,633,000 


21,712,000 
7,457,000 
332,000 


13,923,000 


2,641,000 
$ 16,564,000 


$ 3.28 
64 


$ 3.92 


$ Pasek} 
54 


$ 3.47 


$ 54,006,000 
16,564,000 


70,570,000 


5,000 
190,000 


366,000 
561,000 


1,365,000 


1,926,000 
2,105,000 


4,031,000 
$ 66,539,000 


WARNACO INC. 


Consolidated Balance Sheets 


Assets 


Current Assets: 


Cash 

Accounts receivable, less allowance for doubtful accounts of $2,489,000— 
1981 and $2,895,000—1980 

Tax refunds receivable 

Inventories, at the lower of cost or market (Note 7) 

Prepaid expenses 


Total current assets 


Property, Plant and Equipment, at cost: 


Land and land improvements 
Buildings and building improvements 
Machinery and equipment 


Less-Accumulated depreciation 


Other Assets: 


Other investments and deferred charges 
Excess of investment over net assets acquired, less accumulated 
amortization of $3,240,000—1981 and $2,894,000—1980 
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January 2, 
1982 


$ 10,067,000 


82,092,000 
97,000 
116,346,000 
6,961,000 


215,563,000 


2,275,000 
33,734,000 
36,875,000 


72,884,000 
37,403,000 


35,481,000 


12,160,000 


5,037,000 
17,197,000 


January 3, 
1981 


$ 7,095,000 


72,302,000 
181,000 
100,789,000 
4,682,000 


185,049,000 


1,832,000 
30,049,000 
34,363,000 


66,244,000 
35,938,000 


30,306,000 


6,912,000 


5,883,000 
12,795,000 


$268,241 ,000 


$228,150,000 


Liabilities and Shareholders’ Equity 


Current Liabilities: 


Notes payable (Note 8) 

Current portion of long-term debt 
Accounts payable 

Employees’ retirement plans (Note 3) 
Dividends payable 

Accrued salaries and wages 

Accrued liabilities 

Foreign and other income taxes 


Total current liabilities 
Long-Term Debt (Note 8) 
Deferred Incentive Compensation 
Minority Interest 


Redeemable Preferred Stock (Note 9) 
$1.50 cumulative convertible sinking fund, stated at $40 per share 
redemption value 
Shares authorized—107,891—1981 and 120,080—1980 
Shares issued—79,123—1981 and 120,003—1980 
Liquidation value—$2,943,000—1981 
Non-Redeemable Preferred Stock (Note 10) 
$3.00 noncumulative, stated at $100 per share 
Shares authorized, issued and outstanding—1,450—1981 and 
1,550—1980 
Liquidation value—$145,000—1981 
$1.10 cumulative convertible subordinated 
Series A, stated at $3.75 per share 
Shares authorized—355,597—1981 and 1980 
Shares issued—263,870—1981 and 309,378—1980 
Liquidation value—$6,596,000—1981 
Aggregate liquidation value of non-redeemable preferred stock 
$6,741,000—1981 
Common Stock (Note 10) 
Common stock, stated at $3.75 per share 
Shares authorized—7,500,000—1981 and 1980 
Shares issued—4,247,769—1981 and 4,063,323—1980 
Other Shareholders’ equity 
Capital in excess of stated value (Note 10) 
Cumulative translation adjustment (Note 14) 
Retained income 
Less—Treasury stock at cost: 
Common shares—117,887—1981 and 1980 
Preferred shares—5,566—1981 and 13,155—1980 


January 2, 
1982 


$ 29,762,000 
5,351,000 
19,389,000 
3,002,000 
38,000 
2,956,000 
21,732,000 
9,760,000 


91,990,000 
44,599,000 
5,064,000 
4,811,000 


3,165,000 


145,000 


989,000 


15,929,000 


10,620,000 
(3,131,000) 
96,145,000 


(1,927,000) 
(158,000) 


$268,241,000 


These statements should be read in conjunction with the accompanying Notes to Consolidated Financial Statements. 
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January 3, 
1981 


$ 16,773,000 
4,221,000 
16,843,000 
1,814,000 
38,000 
6,767,000 
13,325,000 
8,982,000 


68,763,000 
43,487,000 
3,921,000 
4,876,000 


4,800,000 


155,000 


1,160,000 


15,237,000 
8,585,000 
79,464,000 


(1,927,000) 
(371,000) 


$228,150,000 


WARNACO INC. 


Statements of Changes in Consolidated Financial Position 


Source of Funds Year Ended 


From operations:— 

Income before extraordinary credit 

Add (deduct) items not affecting 
working capital in the year: 
Depreciation and amortization 
Deferred incentive compensation 
Equity in undistributed earnings of 

affiliated companies 


January 2, 1982 


52 weeks 


$21,166,000 


5,051,000 
1,143,000 


(773,000) 


January 3, 1981 


53 weeks 


$16,590,000 


4,699,000 
964,000 


(612,000) 


December 29, 1979 


52 weeks 


$13,923,000 


4,219,000 
563,000 


(752,000) 


Working capital provided by operations 


Extraordinary credit 

Reduction of deferred charges, net 
Increase in long-term debt 
Miscellaneous 


Disposition of Funds 


Reduction of long-term debt 

Additions to property, plant and 
equipment, less normal disposals 

Reclassification to current liabilities 
of Reserve for Loss Contingencies 

Dividends 

Investment in stock of unconsolidated 
equity companies 

Purchase of minority interest in CBS 

Additions to deferred charges, net 

Acquisition and retirement of Warnaco stock 


26,587,000 


4,446,000 
391,000 


31,424,000 
5,283,000 
9,836,000 


4,485,000 


1,571,000 
350,000 
2,612,000 


21,641,000 
184,000 


4,997,000 
301,000 


27,123,000 


4,450,000 


7,693,000 


3,665,000 


768,000 
797,000 


56,000 


17,953,000 
2,641,000 


158,000 
20,752,000 


3,900,000 


3,901,000 


2,700,000 
1,926,000 


375,000 
768,000 


Changes in exchange rates 


Increase in working capital 


Analysis of working capital change:— 
Increase (decrease) in current 

assets: 
Cash and time deposits 
Accounts receivable 
Tax refunds receivable 
Inventories 
Prepaid expenses 


Increase (decrease) in current 
liabilities: 
Notes payable 
Current portion of long-term 
debt 


Accounts payable and accrued 


liabilities 
Employees’ retirement plans 
Dividends payable 
Reserve for sale or liquida- 
tion of certain facilities 


Federal and other income taxes 


Increase in working capital 


24,137,000 
$ 7,287,000 


$ 2,972,000 
9,790,000 
(84,000) 
15,557,000 
2,279,000 


30,514,000 


12,989,000 
1,130,000 


7,142,000 
1,188,000 


778,000 
23,227,000 
$ 7,287,000 


17,429,000 
$_9,694,000 


$ 668,000 
5,239,000 
(1,149,000) 
(2,128,000) 
(293,000) 


2,337,000 


(10,349,000) 
270,000 


554,000 
(190,000) 
(727,000) 


(518,000) 
3,603,000 


(7,357,000) 


$ 9,694,000 


These statements should be read in conjunction with the accompanying Notes to Consolidated Financial Statements. 
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13,570,000 
$ 7,182,000 


$ (5,198,000) 
5,825,000 
9,000 
7,357,000 
(967,000) 


7,026,000 


1,019,000 
21,000 


(1,865,000) 
(976,000) 
727,000 


(1,126,000) 
2,044,000 
(156,000) 

$ 7,182,000 


WARNACO INC. 


Summary of Accounting Policies 


Basis of Consolidation: The accompanying consoli- 
dated financial statements comprise the accounts of 
the parent company and all subsidiary companies. In- 
vestments in certain companies representing between 
20 per cent and 50 per cent ownership are accounted 
for by use of equity accounting. 

Translation of Foreign Currencies: For fiscal 1981 
the company opted to comply with the Financial Ac- 
counting Standards Board (FASB) Statement No. 52 
on Foreign Currency Translation. Under this method 
translation adjustments that arise from consolidating 
integrated foreign operations and do not impact cash 
flow are not included in net income. Instead such ad- 
justments are applied directly to shareholder’s equity. 
Restatement of prior years was not made. Prior to 
1981 all gains and losses from foreign currency trans- 
lation were taken into income as they occurred. 

Inventories: Inventories are primarily stated at 
standard costs, which approximate actual acquisition 
and production costs. 

Depreciation and Amortization: Provision is made 
for depreciation of property, plant and equipment com- 
puted over the estimated useful lives of the assets us- 
ing the straight-line method for assets acquired prior 
to 1954, and generally using either straight-line or 
declining balance methods for assets acquired there- 
after. The excess of investment over net assets of 
companies acquired, including those accounted for by 
use of equity accounting, is being amortized over not 
more than 40 years. 


WG 


Income Taxes: United States income taxes are 
provided on the undistributed earnings of subsidiaries 
located outside the United States except in those 
cases where the earnings are expected to be perma- 
nently invested abroad. The investment tax credit is 
accounted for on the flow-through method. 

Employees’ Retirement Plans: The company has 
noncontributory pension and profit sharing retirement 
plans for the benefit of qualifying employees. Contri- 
butions are deposited with a trustee who administers 
the assets of the plans. The company accrues and 
funds current and prior service costs, which are being 
amortized over 30 years. 

Minority Interest: The financial statements reflect 
a minority ownership of 30 per cent in Warnaco of 
Canada. 

Capitalized Leases: The company capitalizes 
leases when it derives the benefits of ownership. 


WARNACO INC. 


Notes to Consolidated Financial Statements 


Note 1—Segment Reporting: 

The company operated within one dominant industry 
segment—the manufacture of wearing apparel—and 
has no customer which accounts for ten per cent or 
more of its total sales. The company operates in sev- 


Year 1981 


Sales, substantially all to unaffiliated customers 
Operating profit 
Equity in net income of Speedo 
Holdings Ltd. (26% interest) 
General corporate expenses 
Interest expense 


income from operations before 
income taxes and after 
minority interest 
Identifiable assets at January 2, 1982 
Equity investments 
Corporate assets 


Total assets at January 2, 1982 
Year 1980 
Sales, substantially all to unaffiliated customers 
Operating profit 
Equity in net income of Speedo 
Holdings Ltd. (26% interest) 
Equity in net loss of Jorgen 
Skov (49% interest) 
General corporate expenses 
Interest expense 


Income from operations before 
income taxes and after 
minority interest 

Identifiable assets at January 3, 1981 


Equity investments 
Corporate assets 


Total assets at January 3, 1981 
Year 1979 


Sales, substantially all to unaffiliated customers 
Operating profit 
Equity in net income of Speedo 
Holdings Ltd. (26% interest) 
Equity in net loss of Jorgen 
Skov (49% interest) 
General corporate expenses 
Interest expense 


Income from operations before 
income taxes and after 
minority interest 
Identifiable assets at December 29, 1979 
Equity investments 
Corporate assets 


Total assets at December 29, 1979 


eral geographic areas which are analyzed below for 
the years ended January 2, 1982, January 3, 1981 
and December 29, 1979: 


United 
States 


$404,667,000 
$ 53,879,000 


$205,012,000 


$389,605,000 


$ 41,779,000 


$170,377,000 


$373,328,000 
$35,021,000 


$165,698,000 
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Canada 


$ 45,869,000 
$ 2,531,000 


$ 25,110,000 


$ 46,709,000 


$ 2,911,000 


$ 25,167,000 


$ 45,698,000 
$ 3,573,000 


$ 26,146,000 


Europe, Asia 
and 
Latin America 


$ 28,347,000 
$ 867,000 


$ 19,220,000 


$ 28,695,000 


O.nt,375,000 


$ 18,022,000 


$ 29,319,000 


$ 3,431,000 


$ 15,491,000 


Consolidated 


$478,883,000 
$ 57,277,000 


1,131,000 
(9,913,000) 
(13,960,000) 


$ 34,535,000 


$249,342,000 
5,671,000 
13,228,000 


$268,241,000 


$465,009,000 
$ 46,065,000 


882,000 


(114,000) 
(7,751,000) 
(14,474,000) 


$ 24,608,000 
$213,566,000 


4,898,000 
9,686,000 


$228, 150,000 


$448 ,345,000 
$ 42,025,000 


855,000 


(103,000) 
(6,818,000) 
(14,579,000) 


$ 21,380,000 
$207 ,335,000 


3,741,000 
9,655,000 


$220,731 ,000 


Operating profit is total revenue less operating ex- 
penses. In computing profit, none of the following 
items has been added or deducted: general corporate 
expenses, interest expense, income taxes, equity in 
income from unconsolidated investee and the extra- 
ordinary credit from the tax effect of carry forward of 
prior year’s operating losses. 

Identifiable assets are those assets of the com- 
pany that are identified with the operations in each 
geographic area. Corporate assets are principally 
cash and property, plant and equipment. 

Net income of foreign subsidiaries, after amorti- 
zation of the excess of investments over net assets ac- 
quired, was $744,000, $2,207,000 and $3,755,000 for 
the fiscal years 1981, 1980 and 1979, respectively. 
Dividends received from such subsidiaries were 
$2,205,000 in 1981, $1,023,000 in 1980 and $2,343,- 
000 in 1979. The net assets of these subsidiaries were 
$18,803,000, $22,765,000 and $21,177,000 at Janu- 
ary 2, 1982, January 3, 1981 and December 29, 1979 
respectively. With the application of FAS 52 in 1981, 
there was no gain or loss on foreign currency transla- 
tion charged to operations. There was a gain of 
$282,000 in 1980 and $332,000 in 1979. 

Included in retained income at January 2, 1982, is 
$3,826,000 of undistributed earnings of 50% or less 
owned persons. Dividends received amounted to 
$356,000 in 1981 and $276,000 in 1980. 


Note 2—Acquisitions and Dispositions: 


In February 1982 the company purchased the assets 
of Cisco Casuals, Inc. Cisco Casuals, which had sales 
in 1981 in excess of $20 million, produces and mar- 
kets men’s knit and woven sport shirts, beachwear, 
and scarves and mufflers primarily under the Christian 
Dior label. Cisco also produces and markets shirts, 
sweaters, Swimwear, scarves, gloves, hats, robes and 
tennis warmups for the Austin Reed label. 

In June 1981 the company sold its wholly owned 
subsidiary Jerry Silverman Inc. to an investment 
group for cash and notes. Jerry Silverman was in the 
high-priced women’s dress segment with an annual 
sales volume below $10 million. 

During 1981 the company completed a planned 
reduction of its CBS Imports volume to cope with high 
interest costs associated with this business. The re- 
maining operations will be handled through the com- 
pany’s Warnaco Knitwear Division. 


Note 3—Employees’ Retirement Plans: 


The company has several pension plans covering 
most of its domestic employees. Pension expense 
amounted to $4,256,000 in 1981, $3,732,000 in 1980 
and $3,545,000 in 1979 which includes amounts for 
funding of prior service costs over a period of 30 
years. 

A comparison of estimated accumulated plan 
benefits and actual plan net assets for the company’s 


U.S. defined benefit plans as of the end of the year is 
presented below: 


1981 1980 
Actuarial present value of accumulated 
plan benefits: 
Vested $38,050,000 $35,210,000 
Nonvested 2,300,000 2,300,000 
Total $40,350,000 $37,510,000 


Net assets available for benefits $36,659,000 $32,046,000 


The composite weighted average assumed rate of 
return used in determining the actuarial present value 
of accumulated plan benefits was 8.0% for the years 
1981 and 1980. 


Note 4—Income Taxes: 


The following presents the U.S. and non-U.S. compo- 
nents of income before taxes excluding the unrealized 
foreign currency gains. 


1981 1980 19:79 


U.S. income before 
income taxes 

Non-U.S. income 
before income 


$23,242,000 $13,979,000 $13,778,000 


taxes 11,585,000 10,682,000 7,602,000 
Foreign currency 
translation gain — 282,000 332,000 


Income before 


income taxes $34,827,000 $24,943,000 $21,712,000 


The provision for income taxes included in the Consoli- 
dated Statement of Income consists of the following: 


1981 1980 1979 


Federal and state: 
Federal 
-currently 
payable $10,629,000 $3,791,000 $ 372,000 
-(prepaid) 
deferred (1,093,000) 965,000 1,408,000 
-charge 
equivalent to 
federal income 
tax offset by 
loss and credit 
carryforwards — — 2,641,000 
State 
-currently 
payable 1,709,000 1,339,000 400,000 
11,245,000 6,095,000 4,821,000 
Foreign: 
Currently payable 1,693,000 1,953,000 2,823,000 
Deferred (prepaid) 431,000 (30,000) (187,000) 


Provision for income 
taxes $13,369,000 $8,018,000 $7,457,000 


Reconciliations of the differences between the U.S. stat- 
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utory tax rate and the consolidated effective book in- 
come tax rate are as follows: 


1981 1980 ore 


Income from 
operations before 
income taxes, 
minority interests 
and extraordinary 


credit $34,827,000 $24,943,000 $21,712,000 


Tax at 46% 16,020,000 11,473,000 9,987,000 
Less tax benefit of 

Puerto Rico 

operations” (2,961,000) (2,275,000) (142,000) 
Taxable dividends 

from foreign 

subsidiaries 

eliminated in 

consolidation 1,335,000 743,000 2,259,000 
Foreign tax at less 

than 46% (672,000) (804,000) (1,505,000) 
State income taxes 923,000 723,000 216,000 
Foreign tax credits (845,000) (796,000) (2,192,000) 
Investment tax 

credits (350,000) (400,000) (1,311,000) 
Other—net (81,000) (646,000) 145,000 
Provision for income 

taxes $13,369,000 $ 8,018,000 $ 7,457,000 


*Tax exempt status in Puerto Rico terminates in 1993 and 1995. 


Undistributed earnings of non-U.S. subsidiaries 
amounting to $19,713,000 at January 2, 1982 were 
considered by management to be permanent busi- 
ness requirements of the subsidiaries under present 
circumstances; consequently, no provision was made 
for the additional U.S. income taxes which might result 
if these undistributed earnings were remitted to the 
parent company. However, any decision to remit such 
earnings in the future in the form of dividends is not 
expected to result in significant additional income 
taxes. 


Note 5—Income per Common Share and Common 
Equivalent Share: 


The computation of average common shares and 
common equivalent shares (4,273,500—1981, 
4,196,284—1980 and 4,133,390—1979) recognizes 
common shares which would be issuable upon con- 
version of the $1.50 preferred stock, and upon exer- 
cise of certain stock options. Fully diluted net income 
per share calculations further recognize the common 
shares which would be issuable upon the conversion 
of the convertible debt issued during 1971 and the re- 
lated reduction of interest expense, assuming that 
conversion took place at the beginning of each year 
reported. The fully diluted net income per share calcu- 
lations also recognize common shares issuable upon 
conversion of the convertible $1.10 Series A preferred 
stock and the related dividend reduction, assuming 
the conversion took place at the beginning of each 
year reported. 
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Note 6—Compensating Balances: 


The $65,000,000 revolving credit agreement which 
was due to expire on August 20, 1982 has been re- 
placed. A new agreement was entered into in October 
1981 which will expire September 30, 1984. The new 
agreement consists of two segments. The first seg- 
ment is a $40,000,000 Revolving Credit Agreement 
which requires the company to maintain on deposit 
with the lending banks average compensating bal- 
ances of 5 per cent of the total commitment. The sec- 
ond segment is a $25,000,000 Seasonal Credit 
Agreement which requires the company to maintain 
on deposit with the lending banks average compen- 
sating balances of 3 per cent of the total commitment 
and 2 per cent of the outstanding loan balances. Alter- 
natively the company has an option to pay a fee, as 
defined, to each bank rather than maintain the re- 
quired balances. In the opinion of management, the 
company has been in compliance with the compen- 
sating balance requirement for 1981. 

At January 2, 1982 approximately $4,843,000 
($3,264,000—1980) of the cash balance shown in the 
Consolidated Balance Sheets represented compen- 
sating balances. 


Note 7—Inventories: 


Inventories are comprised as follows: 


January 2, January 3, 

1982 1981 

Finished goods $ 73,117,000 $ 62,399,000 
Work in process 19,833,000 16,887,000 
Raw materials 23,396,000 21,503,000 


$116,346,000 $100,789,000 


Note 8—Debt: 

Long-term debt (excluding installments maturing in 
less than a year) substantially all of which is owed to 
domestic lenders, consists of the following: 


January 2, January 3, 
1982 1981 
5.5% notes payable, due 
1983-1986 $ 4,525,000 $ 5,650,000 
8.25% notes payable, due 
1983-1989 4,200,000 4,800,000 
Subordinated 9.375% notes 
payable, due 1983-1990 12,050,000 13,375,000 
9.25% notes payable, due 
1983-1988 3,000,000 3,500,000 
Subordinated 7% convertible 
notes payable, due 
1983-1991 5,875,000 7,500,000 
6.5% mortgage payable, due 
1983-1992 1,034,000 1,112,000 
5.125% mortgage payable, due 
1983-1990 652,000 — 
3.875-6.3% capitalized lease 
obligations due 1983-1992 1,414,000 1,747,000 
Development Authority bonds 
1983-1995 (interest 6.75%— 
67% of prime) 11,133,000 5,525,000 
Other (interest 6.5%—28%) 
due 1983-1988 716,000 278,000 
$44,599,000 $43,487,000 


Approximate maturities of long-term debt are as fol- 
lows: $5,396,000—1983; $5,521 ,000—1984; 
$5,490,000—1985; $5,492,000—1986; $4,287,000 
—1987. 

In 1981, the company negotiated a Revolving and 
Seasonal Credit Agreement with seven commercial 
banks, providing an available revolving credit of $40 
million and a seasonal credit of $25 million, under 
which no amount was outstanding at January 2, 1982. 
Interest on borrowings under this Agreement is at the 
prime rate. In addition, there is a commitment fee of 
Ye% on the unused available revolving credit under the 
Agreement. The company also may borrow up to $15 
million from other commercial banks. There was no 
amount outstanding at January 2, 1982 from such 
banks. Also, the company has an $11,500 Cana- 
dian currency line of credit in Canada under which 
$6,500,000 was outstanding at year-end. 

The agreements relating to the 5.5 per cent, 8.25 
per cent, 9.375 per cent, 9.25 per cent and 7 per cent 
notes and the revolving credit agreement contain var- 
ious restrictions, certain of which relate to the mainte- 
nance of specified consolidated working capital and 
the availability of retained income for the payment of 


$3,952,000 of unexpended restricted proceeds were 
classified as non-current assets. 

At January 2, 1982, the company had $25,058,000 
of inventories which were used as collateral for bank- 
ers acceptances. At January 3, 1981, such inventories 
amounted to $15,967,000. 


Note 9—Redeemable Preferred Stock: 


Each share of $1.50 cumulative convertible sinking fund 
preferred stock is currently convertible at any time into 
1.71 shares of common stock. It is redeemable at the 
company’s option at $40 per share and is subordinated 
as to dividends and distribution of assets only to the $3 
preferred stock. The $1.50 cumulative convertible pre- 
ferred stock is subject to a sinking fund sufficient to re- 
deem 12,189 shares annually. At year end 1981 there 
were 5,550 shares of $1.50 preferred stock in the trea- 
sury. Shares in treasury are carried at cost which is less 
than redemption value. In addition, at year end there 
were 30,573 conversions of $1.50 preferred stock to 
common stock available to be applied against future re- 
quirements. Over the next five years it will be necessary 
for the company to acquire an additional 24,822 shares 


cash dividends and purchase, redemption or retire- 
ment of the company’s capital stock. 

Under the most restrictive of these, the company 
must maintain consolidated domestic working capital, 
as defined, of not less than $75 million. At January 2, 


of $1.50 preferred stock to meet the sinking fund require- 
ments. The maximum cost of this stock will be $993,000. 


$1.50 Cumulative Convertible Preferred Stock 
Capital shares issued: 


1982 $22,881,000 of retained income is not restricted December 30, 1978 | 144,458 
with respect to payment of cash dividends and the Aran ae Sone : Vea 
purchase, redemption or retirement of its capital stock. Coe ELS Oe (22) 
This amount is increased by future consolidated do- December 29, 1979 132,247 
mestic net income as defined. Acquisition and retirement (12,189) 
Development authority bonds of $6,643,000 were Conversion to common stock (55) 
issued in 1981 to cover the cost of additional ware- January 3, 1981 120,003 
house facilities for Warner’s in Stratford, Connecticut eee : 
; se eee : Acquisition and retirement (12,189) 
and for Warnaco Knitwear Division in Duncansville, Gonversionito common stock (28,691) 
Pennsylvania of which $375,000 is classified as cur- January 2, 1982 79,123 


rent portion of long-term debt. At January 2, 1982 


CaN! 


Note 10—Capital Stock and 
Capital in Excess of Stated Value: 


Capital shares issued: 

December 30, 1978 
Shares issued upon exercise of stock options 
Retirement of $1.50 convertible preferred stock 
Acquisition and retirement of stock 
Conversion of preferred stock 
Stock dividend 

December 29, 1979 
Shares issued upon exercise of stock options 
Retirement of $1.50 convertible preferred stock 
Conversion of preferred stock 

January 3, 1981 
Shares issued upon exercise of stock 
Retirement of $1.50 convertible preferred stock 
Acquisition and retirement of stock 
Conversion of preferred stock 
Conversion of notes payable 

January 2, 1982 


Shares of unissued common stock were reserved for: 


Conversion of convertible debt at $19.61 per share in 1981, 1980 and 


Preferred 


1979 ($6,500,000 in 1981 and $7,500,000 in 1980 and 1979) 


Conversion of $1.50 cumulative convertible sinking fund preferred stock 


Conversion of Series A $1.10 cumulative convertible subordinated 


preferred stock 


Qualified and non-qualified stock options granted (38,500 shares in 
1981, 69,000 shares in 1980, 89,730 shares in 1979) at prices from 


$6.55 to $23.04 


Options which may be granted in the future under the company’s stock 


option plans 


Possible issuance in connection with the deferred incentive 


compensation plan 


The terms, limitations, rights and preferences of the 
subordinated preferred stock (1,000,000 shares au- 
thorized) are set by the Board of Directors, being sub- 
ordinated as to dividends and distributions of assets to 
the $3 preferred stock and the $1.50 convertible pre- 
ferred stock. Series A of the subordinated preferred 
stock without par value is entitled to cumulative divi- 
dends at the rate of $1.10 per year. Each share is con- 
vertible into 1.05 shares of common stock and is 
entitled to $25 in liquidation. It is redeemable at the 
company’s option at $25 per share. There remain 
available for future issuance 644,403 shares of subor- 
dinated preferred stock. 

The company has granted options to purchase 
shares of its common stock to certain employees un- 
der various option plans. Options may be granted at 
purchase prices not less than 80% of the market value 
of the shares on the date of grant. Options may be 
granted for a period of ten years from adoption of the 
plan and are exercisable in full, or from time to time in 
part, at any time subsequent to the first anniversary of 
the date of grant thereof as determined by the Com- 


Series A $1.10 Capital in 
$3 Non- Cumulative Excess of 
cumulative Convertible Common Stated Value 
1,740 333,484 3,782,679 $ 6,673,000 
51,337 167,000 
143,000 
(190) 13,000 
(2,799) 2,975 
189,176 1,395,000 
1,550 330,685 4,026,167 8,391,000 
14,694 52,000 
144,000 
(21,307) 22,462 (2,000) 
1,550 309,378 4,063,323 8,585,000 
36,622 123,000 
141,000 
(100) 7,000 
(45,508) 96,830 955,000 
50,994 809,000 
1,450 263,870 4,247,769 $10,620,000 
January 2, January 3, December 29, 
1982 1979 
331,464 382,458 382,458 
125,809 182,737 186,251 
277,046 324,830 347,202 
235,695 247,110 202,395 
162,134 37,341 96,750 
75,000 75,000 75,000 
1,249 476 1,290,056 
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1,207,148 


pensation Committee of the Board of Directors and 
prior to the tenth anniversary of such date of grant. 
Under one of the plans, an optionee may exercise his 
option (i) by purchasing the shares at the option price, 
or, unless disallowed at the discretion of the Commit- 
tee, (ii) as a stock appreciation right. Upon election to 
exercise his option as a stock appreciation right, the 
optionee receives the value of the difference between 
the then fair market value of the optioned shares and 
the option price in either shares of common stock or 
50% in shares and 50% in cash. 

In 1981, a Stock Incentive Plan was adopted by 
the company. The Plan provides for the grant of op- 
tions covering up to 150,000 shares of common stock 
of the company to key employees of the company as 
designated by the Compensation Committee in con- 
sideration of services to be rendered by such employ- 
ees. This Plan also permits the Committee to grant 
alternate stock appreciation rights. 

Additionally, in December 1981, the company’s 
stock option plans were amended in accordance with 
the 1981 amendments to the Internal Revenue Code 


to permit the grant of incentive stock options under 
each of the plans. 

On May 15, 1979 a 5% common stock dividend 
aggregating 189,176 shares was paid to shareholders 
of record on April 15, 1979 of which 5,613 shares 
went to the treasury. Retained income was charged 
$2,104,583, an amount equal to $11.125 per share, the 
closing price on March 23, 1979, the date of declara- 
tion of the stock dividend. Of such amount the com- 
mon stock account was credited with $709,410 equal 
to $3.75 per share (the stated value) and capital in ex- 
cess of stated value was credited with $1,395,173 or 
$7.375 per share. 


Note 11—Capital and Operating Leases: 


The company and its subsidiaries lease buildings for 
periods ranging up to 20 years and transportation 
equipment for a three year period, pay all mainte- 
nance costs, and guarantee residual values stated in 
the leases. The following is an analysis of the leased 
property under capital leases included with property, 
plant and equipment: 


January 2, January 3, 
1982 1981 

Buildings and building 
improvements $2,991,000 $5,453,000 
Machinery and equipment 111,000 111,000 
3,102,000 5,564,000 
Less allowances for amortization 1,327,000 2,124,000 
$1,775,000 $3,440,000 


Amortization of the property, plant and equipment 
recorded under capital leases is included with depre- 
ciation expense. 

The following is a schedule by years of future mini- 
mum lease payments under capital leases together 
with the present value of the net minimum lease pay- 
ments as of January 2, 1982. 


Capital 
Leases 
1982 $ 299,000 
1983 277,000 
1984 278,000 
1985 203,000 
1986 201,000 
Later years 1,190,000 
Total minimum lease payments 2,448,000 
Less: 
Executory costs 289,000 
Amounts representing interest 577,000 
Present value of net minimum lease payments $1,582,000 
Reflected as: Sag 
Current liability $ 168,000 
Long-term liability 1,414,000 
$1,582,000 
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Rental expense (reduced by sub-lease rentals of 
$61 1,000—1981, $673,000—1980, $413,000—1979) 
included in costs and expenses was $7,202,000 for 
1981, $6,893,000 for 1980 and $5,776,000 in 1979. 
The following is a schedule by years of future mini- 
mum rental payments required under operating leases 
that have initial or remaining noncancelable lease 
terms in excess of one year as of January 2, 1982. 


Real Estate Equipment 
Rental Sub-Lease Rental Sub-Lease 
Expense Rentals Expense Rentals 
1982 $3,588,000 $486,000 $1,486,000 $218,000 
1983 3,133,000 425,000 1,093,000 — 
1984 2,233,000 177,000 431,000 — 
1985 1,521,000 34,000 48,000 — 
1986 1,037,000 25,000 8,000 — 
1987-1991 2,614,000 84,000 2,000 — 
1992-1996 118,000 — — — 
1997-2001 2,000 — — — 


2002-—Expiration 


Note 12—Contingent Liabilities: 


As anticipated, a U.S. Customs claim and an Internal 
Revenue Service investigation have been satisfacto- 
rily resolved without any material effect on operating 
results for 1981. 


Note 13—Financial Reporting and Changing Prices 
(Unaudited): 


In 1979 the Financial Accounting Standards Board 
issued Statement No. 33, Financial Reporting and 
Changing Prices, requiring enterprises to provide in- 
formation about the effects that general inflation (con- 
stant dollar) and other specific price changes (current 
costs) have on an enterprise’s financial statements. 

In arriving at the net earnings amounts adjusted 
to 1981 constant dollars and current costs, the cost of 
goods sold and depreciation of fixed assets have 
been adjusted. Such adjustments were made based 
on an interpretation of the stated requirements of FAS 
33 making certain assumptions. This data may not be 
comparable to other companies, including those within 
the industry, due to various methods of estimation. Ac- 
cording to FAS 33, revenues and all expenses other 
than the cost of goods sold and depreciation are con- 
sidered to reflect the average price levels for the year 
and, accordingly, have not been adjusted. 


General Inflation—The purpose of the constant dollar 
presentation required by FAS 33 is to provide finan- 
cial information in dollars of equivalent value of pur- 
chasing power (constant dollars), so that revenues 
for each time period are matched with expenses ex- 
pressed in corresponding units. Amounts adjusted 
for general inflation shown in the table below were 
calculated accordingly. We agree with the logic of 
the adjustments for depreciation and net monetary 
gain. However, we do not believe that the adjust- 
ment required for cost of goods sold in constant 
dollars reflects the realities of the apparel industry. 
In our industry orders are typically booked several 
months before the goods are shipped. They are 
booked at selling prices that are based on cost esti- 
mates made at the time. These estimates closely 
approximate the actual cost of manufacturing or 
purchasing the goods. The selling price is set to 
provide an adequate profit margin based on these 
costs. While the FAS requirement increases the 
cost of goods sold by the amount of general inflation 
that has occurred between the time of actual manu- 
facture or purchase and the actual shipment, it 
leaves the revenue part of the transaction unad- 
justed. The result is a profit margin substantially 
below the satisfactory level achieved when using 
actual dollars. 
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Specific Price Changes—The objective of the current 
cost method is to reflect the effects of changes in 
specific prices (also referred to as current costs) of 
the resources actually used in the company’s opera- 
tions, so that measures of these resources and their 
consumption reflect the current cost of replacing 
these resources, rather than the historical cost 
amounts actually expended to acquire them. The 
current year cost of goods sold was determined by 
applying apparel price indices to inventories. These 
approximated the general inflation increase in 1980, 
but showed a far smaller fluctuation in 1981 than 
those related to general inflation. Land and build- 
ings were restated generally by using current ap- 
praised or assessed values. Machinery and 
equipment were restated by using machinery and 
equipment cost indices from government 
publications. 


The consolidated statements of income adjusted for 
changing prices for the year ended January 2, 1982 
are as follows: 


Statement of Income 
(Dollars in thousands except per share data) 


As Reported Adjusted Adjusted for Changes 
in the Primary for General in Specific Prices 
Statements Inflation (Current Costs) 
Net sales $478,883 $478,883 $478,883 
Cost of goods sold 315,661 S201213 319,692 
Depreciation and amortization expense 5,051 6,982 8,202 
Other operating expense 109,676 109,676 109,676 
Interest expense 13,960 13,960 13,960 
Provision for income taxes 13,369 13,369 13,369 
457,717 469,200 464,899 

Income from operations $ 21,166 $ 9,683 $ 13,984 
Operating income per share fully 

diluted $4.32 $2.01 $2.87 
Gain from decline in purchasing 

power of net amounts owed Sao Or $ 3,367 
Increase in specific prices 

(current cost) of inventories 

and property, plant and 

equipment held during the year” $ 3,082 
Effect of increase in general 

price level 13,796 
Excess of increase in general 

prices over increase in the 

specific price level $ 10,714 


*At January 2, 1982 current cost of inventory was $113,927,000 and current cost of property, plant and equipment, net of 
accumulated depreciation was $61,398,000. 


The following five-year comparison shows selected historical financial data adjusted to average 1981 dollars as 
measured by the required CPI-U: 


Five-Year Comparison of Selected 
Supplementary Financial Data Adjusted For Effects of Changing Prices 
(Dollars in thousands except per share data) 


LATHES ALOR m7 _1980__ _1981__ 
Net Sales $575,431 $555,277 $561,566 $513,055 $478,883 
Historical cost information 
adjusted for general inflation: 
Income from operations 125377 4,007 9,683 
Net income from operations 
per share fully diluted 20 .86 2.01 
Net assets at year end 129,762 TCR ISAT 136,971 
Current cost information: 
Income from operations 7,798 3,024 13,984 
Net income from operations 
per share fully diluted 1.68 .62 2.87 
Excess of increase in general 
prices over increase in the 
specific price level 3,072 6,404 10,714 
Net assets at year end 142,598 139,779 140,091 
Gain from decline in purchasing 
power of net amounts owed 6,943 5,698 3,367 
Cash dividends declared per common 
share .00 .0O 44 .88 1.00 
Market price per common share at 
year end 13.88 ET 14.56 710 27.00 
Average consumer price index 181.5 195.4 217.4 246.8 272.3 
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Note 14—Translation Adjustment: The ending translation adjustment at January 2, 1982 


; : comprises: 
The opening translation adjustment at January 4, 
1981 is composed of the effect arising from current Opening balance per above $ 632,000 
rate translation of those accounts that were translated Aggregate adjustment due to 
at historic rates under FAS 8. (ene ies Euejeconee 
Teahetatet a Ending balance January 2, 1982 $ 3,131,000 
Current rates Historic rates 
Inventory $18,758,000 $19,151,000 
Net plant 3,067,000 3,109,000 
Goodwill 10,005,000 10,447,000 
Deferred income taxes (470,000) (492,000) 
Minority interest (4,653,000) (4,876,000) 
eR 27,339,000 The effect of adopting FAS 52 was to increase 1981 net 
$26,707,000 (26,707,000) income and net income per fully diluted share by 
== $ 632,000 $2,764,000 and $.57, respectively. The effect of this ac- 


counting change and other matters was to decrease pre- 
viously reported net income and net income per fully 
diluted share for the first quarter by $21,000 (one cent 
per share) and increase the second and third quarters by 
$691,000 (thirteen cents per share) and $402,000 (eight 
cents per share), respectively. 


Report of Independent Accountants 
To the Board of Directors and Shareholders of Warnaco Inc. 


We have examined the consolidated balance sheets of Warnaco Inc. and its 
subsidiaries as of January 2, 1982 and January 3, 1981, and the related statements 
of consolidated income and retained income and of changes in consolidated 
financial position for each of the three fiscal years in the period ended January 2, 
1982. Our examinations were made in accordance with generally accepted auditing 
standards and, accordingly, included such tests of the accounting records and such 
other auditing procedures as we considered necessary in the circumstances. 

The method of accounting for foreign currency translation was changed in 1981, 
as described in Note 14 to the financial statements. 

In Our opinion, the consolidated financial statements examined by us present fairly 
the financial position of Warnaco Inc. and its subsidiaries at January 2, 1982 and 
January 3, 1981, and the results of their operations and the changes in their financial 
position for each of the three fiscal years in the period ended January 2, 1982, in 
conformity with generally accepted accounting principles consistently applied during 
the period except for the change, with which we concur, in the method of accounting 
for foreign currency translation referred to in the preceding paragraph. 


Bridgeport, Connecticut 


February 5, 1982 : UU: i 


26/ 


Management's Discussion and Analysis 


of Financial Condition and Results of Operations 


Description of Business 


The company is engaged in the manufacturing and 
importing of a broad range of men’s and women’s ap- 
parel for sale largely to major department store groups 
and specialty retailers. 

The corporation is subdivided into a number of 
autonomous operating units each of which is a largely 
self-contained business unit. These units include 
Hathaway, Hirsch Weis, Warnaco International, War- 
ner’s, Warnaco Knitwear Division and White Stag. 

The products of the company include a variety of 
essentially medium to better priced items including 
Men's Dress Shirts (Hathaway, Dior, Chaps); Neck- 
wear (Hathaway, Dior, Chaps); Men’s Accessories 
(Dior); Men’s Sportshirts and assorted Sportswear 
(Hathaway, Dior, Chaps, Puritan, Thane, Inverness); 
Men’s Sweaters (Puritan, Thane, Dior, Pringle, 
Chaps); Men’s and Women’s Racing and Fashion 
Swimwear (Hirsch Weis); Women’s Intimate Apparel 
(Warner's); Misses Sportswear (White Stag); Men’s 
and Women’s Active Sportswear (White Stag, Hirsch 
Weis). Some unbranded products are sold under 
private labels to chain and department stores. 

The International division produces and markets 
a number of the same products which are sold in the 
U.S. market primarily in Canada but also in Europe 
and Mexico. Some substantial licensing activities are 
conducted in countries where manufacturing and mar- 
keting organizations are not in place. 


Liquidity and Capital Resources 


For the past five years operating funds have 
largely been generated from net profits. These funds 
are used primarily to pay dividends, finance required 
increases in inventory and accounts receivable and to 
purchase new and replacement capital assets as re- 
quired. Some unprofitable operations have been liqui- 
dated over the past several years. These shutdowns 
have contributed to a net favorable cash flow which 
has also been used to cover working capital needs or 
long-term debt repayments per loan agreements. 

The company has a new three year revolving 
credit agreement in the amount of $40 million against 
which at year end the company has no loans out- 
standing. The company also has established lines of 
credit amounting to $40 million to adequately provide 
for seasonal cash needs. 


Results of Operations 


January 2, 1982 Compared to January 3, 1981 

Net Sales increased 3% over the prior year to a record 
total of $478,883,000. Exceptionally large sales in- 
creases were recorded by the Hathaway, Knitwear and 
Warner’s divisions. The CBS Imports division was 
pared down substantially during 1981 as part of an 
overall restructuring plan. Sales of this unit were re- 


ag 


duced substantially as a result of this plan. The Jerry 
Silverman division was sold as of May 1981 and year 
to year sales comparisons were impacted unfavorably. 
The camping and watersports segments of the Hirsch 
Weis division were sold during 1980 and the High Tide 
swimwear division was liquidated and no sales for 
these units are included in 1981 figures. 

The percentage of cost of goods sold to net sales 
improved from 68.6% in fiscal 1980 to 66.1% during 
1981. This improvement resulted largely from con- 
tinued gross margin gains in most major product 
categories. 

Selling, administrative and general expense ratios 
were slightly less favorable due to start up costs in 
new product categories which should have a favorable 
impact on 1982 results. These ratios (percentages) 
were also influenced by costs associated with restruc- 
turing of the CBS Imports division. 

Interest expense declined from 3.1% of sales 
in 1980 to 2.9% in 1981 as average short-term debt 
declined more than enough to offset higher interest 
rates. 

Net income before taxes and minority interest 
adjustments increased 39.6% which resulted primarily 
from continued gross margin gains related largely to 
more efficient manufacturing operations. 

Tax rates as a percentage of pre-tax income in- 
creased to 38.4% from the prior year figure of 32.1%. 
A reconciliation of the differences in the tax provisions 
for the two periods appears in Note 4 of the Consoli- 
dated Financial Statements. 


January 3, 1981 Compared to December 29, 1979 


Net sales during 1980 increased by $16,664,000 or 
4% over 1979. 

Gross margin was 31.4% increasing from 29.6% 
in 1979 due to more favorable product mix, improved 
utilization of manufacturing capacity and better control 
over markdowns. 

Selling, administrative and general expenses in- 
creased 10.9% largely due to inflationary influences. 

Interest expense was about the same in both 
periods. 

Net income after taxes increased $2,667,000 
(before extraordinary credit) and 19.2% above 1979. 


Impact of Inflation 


Information concerning the impact of inflation and 
changing prices on the company is contained in Note 
13 to the Consolidated Financial Statements. 


Segment Data 


Information relative to certain business segment sales 
and profits is contained in Note 1 to the Consolidated 
Financial Statements. 


WARNACO INC. 


Ten-Year Summary of Operations 


(Dollars in thousands except per share data) 


From apparel operations: 
Net sales 
Cost of goods sold 
Interest expense 
Selling, administrative, general and other expenses 
Income (loss) before provision for dispositions and loss contingencies, taxes and 
minority interest 
Provision for sale or liquidation of certain facilities and investments and loss 
contingencies 
Income (loss) before taxes and minority interest 
Provision for taxes 
Minority interest 
Operating income (loss) 
From discontinued non-apparel operations, net of taxes 
Income (loss) before extraordinary credit 
Extraordinary credit-tax effect of carry forward of prior years’ operating losses 
and credits 
Net income (loss) 


Income per common share and common equivalent share:— 
Primary: 
Operating income (loss) 
Income (loss) from discontinued operations 
Income from extraordinary credit 
Net income (loss) 
Assuming full dilution: 
Operating income (loss) 
Income (loss) from discontinued operations 
Income from extraordinary credit 
Net income (loss) 
Dividends per common share 


Current assets 
Current liabilities 
Working capital 
Property, plant and equipment 
Long-term debt 
Redeemable preferred stock 
Non-redeemable preferred stock, common stock and other shareholders’ equity 
Net income (loss) applicable to common shareholders: 
Primary 
Fully diluted 


High/Low 
Warnaco Common Stock 


Standard & Poor’s 500 Stock Index 


Standard & Poor’s Apparel Stock Index 


Common shareholders 
Employees 
Average number of common and common equivalent shares 
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1981 


$478,883 
316,463 
13,960 
113,633 


34,827 


34,827 
13,369 

292 
21,166 


21,166 


21,166 


$ 4.88 


4.88 
$ 4.32 


4.32 
$ 1.00 


$215,563 
91,990 
123,573 
35,481 
44,599 
3,165 
118,612 


20,822 
21,432 


29% 
15% 
138.12 
112.77 
58.14 
40.91 


4,485 
10,560 
4,273,500 


A979 


$448 345 
315,790 
14,579 
96,264 


Zif12 


$ 35 


1978 


$398,462 


$ .00 


19% 


$383,550 


$ .00 


$152,539 
62,009 


1976 


$393,490 
291,766 


(23,326) 


(23,326) 


(23,326) 


$ (5.76) 


(5.76) 


$ (5.76) 


(5.76) 
$ 38 


$170,395 
84,256 
86,139 
27,895 
53,901 
6,266 
55,135 


(23,693) 
(23,053) 


1975 


$337,941 


(.08) 
$ 76 


$169,477 


1974 


$324,254 
230,810 
9,413 
71,046 


12,985 


$ 76 


$164,146 


1973 


$285,509 
200,442 
6,631 
60,762 


17,674 


10,429 


See 00 


2.50 

$ 2.36 
2.36 
$76 


$154,824 
58,154 


5,485 
10,695 


4,147,089 


6,055 
11,830 


4,121,346 


12% 
5 
107.83 
90.90 
2ecle 
20.87 


6,260 
Wensies) 


4,116,442 


6,030 
13,025 


4,134,705 


5,800 
14,045 


4,130,806 


5,000 
13,060 


4,165,111 


4,250,051 


ee ——<— 
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Net Sales by Operating Groups (Millions) 


Net Sales 

Women’s Wear: 
Intimate Apparel 
Sportswear 
Dresses 
Swimwear 
Discontinued 


Men’s Wear: 
Shirts 
Sweaters 
Accessories 
Importing 
Discontinued 


Recreation and Leisure 
Warnaco International 
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Intimate Apparel 


The net sales increase of 19 percent from $62,200,000 
to a record $74,300,000 in 1981 resulted from im- 
proved volume gains in all segments of this division. 
The Warner’s daywear unit, started in 1978, more than 
doubled their volume from the preceding year. The 
new Yves St. Laurent line was introduced during 

1981. Warner Brand intimate apparel volume experi- 
enced continued strong growth throughout the year. 


Sportswear 


Volume in this category increased 23 percent to 
$56,900,000 over 1980 figures. White Stag’s Misses 
Sportswear operation represents the major portion of 
this business. White Stag’s volume continued with a 
fifth consecutive year of strong unit and dollar growth. 
Rosanna (women’s knitwear) and a new women’s 
Hathaway line represent the only other product lines 
within this category. Neither unit had significant impact 
on change in volume of this segment. 


Dresses 


The 1981 sales of $2,800,000 reflect the activity of 
Jerry Silverman for the first five months of 1981. This 
operation was sold in June. 


Shirts (Men’s) 


Sales increased by 18 percent from $103,100,000 in 
1980 to $121,700,000 in 1981. This product category 
includes Hathaway dress and sport brands, Dior 
dress, Chaps dress and sport brands, Puritan sport 
shirts and Thane sport shirts. All product lines experi- 
enced strong demand and profits for this group were 
at record levels for the full year. 

Overall early 1982 bookings for this category 
are excellent, showing substantial increases over 
comparable 1981 figures. 
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Sweaters (Men’s) 


Sales increased to $38.4 million, up 54 percent 

over the $25 million reported in 1980. This group in- 
cludes Puritan, Thane, Inverness and Dior brands. Total 
sales have more than doubled since the end of 1979. 
Profit contribution was substantial for the first time in 
several years. 

Sweater bookings for the early weeks of 1982 are 
also very strong. The continued recent success and 
now strong position of our basic brands have led to 
expansion in this category. In 1982, two additional 
lines of men’s sweaters are being introduced, Pringle 
and McGregor. It is expected that these new labels 
will round out the already strong assortment of 
established brands in this market segment. 


Men’s Accessories 


This group, while not a major factor in total Warnaco 
volume, continues to be an important profit contribu- 
tor. Sales and profits increased substantially in 1981. 
Advance orders for Spring 1982 lines show further 
increases in 1982. 


Importing 


A 43 percent decline in volume in this category results 
from the decision to substantially curtail operations of 
this segment and thus further enhance overall corpo- 
rate margins. Remaining pieces of this segment will 
be consolidated with other operating divisions as of 
January 1, 1982 to produce more efficient overall 
operation. 


Recreation and Leisure 


Disappointing ski seasons in prior years led to the 
sales decline for this operating group. However, with 
substantially better snow conditions in late 1981, sales 
did improve during the winter season. 


Warnaco International 


Volume remained relatively constant with $74,800,000 
of sales in 1981 compared to $75,400,000 in 1980. 


Board of Directors 


Robert N. Anthony 
Professor of 
Management Control, 
Harvard Business School 


John W. Field 
President, Mine Hill 
Consultants 


William M. Fine 
President, WMF Fund 


William T. French 
Director of 
several corporations 


Charles J. Kittredge 
Senior Vice President, 
The First National Bank 
of Boston 


Philip J. Lamoureux 
President and Chief Operations 
Officer, Warnaco 


James D. Moran 
Chairman and Chief Executive 
Officer, The Flintkote Company 


Richard Oppenheimer 
Executive Vice President 
Wells Fargo & Company and 
Wells Fargo Bank 


Lawrence L. Rennett 
Chairman, Columbia Pacific 
Bank and Trust Company 


James C. Walker 
Chairman and Chief 
Executive Officer, Warnaco 


William S. Warner 
President, 
Bridgeport Hydraulic Company 


Jack M. Weiss 
Director, U.S.F&G 
Golf Classic of the TPA Tour 


Committees of the Board 


Audit 
Messrs. Anthony, Kittredge, 
Rennett, Warner” 


Compensation 
Messrs. Fine, French,* 
Moran 


Finance 
Messrs. Field,* 
Oppenheimer, Weiss 


Public Policy 
Messrs. Field, 
Kittredge,* Warner 


*Chairman 


Officers 


James C. Walker 
Chairman and 
Chief Executive Officer 


Philip J. Lamoureux 
President and 
Chief Operations Officer 


Robert J. Matura 
Executive Vice President 


Richard F. Kral 
Senior Vice President— 
Operations 


Larry L. Pflieger 
Senior Vice President, 
Chief Financial Officer 
and Treasurer 


Lloyd P. Stauder 
Vice President, Secretary 
and General Counsel 


Edward B. Dailey 
Controller 


Allen Finkenaur 
Assistant Treasurer, 
Tax Administration 


Pierre A. Frye 
Assistant Secretary, 
Assistant General Counsel 


Annual Meeting 


The Annual Meeting of shareholders 
will be held at 10:30 a.m. on Friday, 
April 30, 1982 at Wells Fargo & 
Company, 420 Montgomery Street, 
San Francisco, California. 
Shareholders of record on Feb- 
ruary 22, 1982 will be entitled to vote 


in person or by proxy at this meeting. 
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Shareholder Reports and Inquiries 


Annual and interim reports are 
mailed directly to all shareholders of 
record and through banks and 
brokers to holders in “street” or 
nominee names. Shareholders in the 
latter categories, or any interested 
investor, may receive reports directly 
from the company by contacting 
Warnaco Shareholder Relations, 350 
Lafayette Street, Bridgeport, Con- 
necticut 06601, phone 203/579-8098. 
It is unavoidable at times that second 
copies of reports may be received. 
In such cases, we suggest that extra 
copies not be wasted but be passed 
on to interested persons. 

Instructions or inquiries regarding 
transfers, changes of title or ad- 
dress, or lost certificates should be 
directed to the Transfer Agent, atten- 
tion Warnaco Transfers. In the event 
of delay or problems, the company 
would appreciate being notified. The 
simplest way to do this is to forward 
a copy of correspondence to 
Warnaco Shareholder Relations. 


Transfer Agent and Registrar 


Hartford National Bank 
Stock Transfer Department 
Mail Station No. 295 

150 Windsor Street 

Hartford, Connecticut 06120 


Independent Accountants 

Price Waterhouse 

10 Middle Street 

Park City Plaza 

Bridgeport, Connecticut 06604 


Executive Offices 


350 Lafayette Street 
Bridgeport, Connecticut 06601 


Traded 


New York Stock Exchange 
Boston Stock Exchange 
(Stock Ticker Symbol WRC) 


Form 10-K 


Copies of the form 10-K annual 
report filed with the Securities and 
Exchange Commission may be 
obtained by shareholders free of 
charge, by writing to Warnaco Share- 
holder Relations. 


maARNACO 


350 Lafayette Street 
Bridgeport, Connecticut 06601 
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MMAWWARNACO aibctronnconneoricur cese2 


March 23, 1981 


To the Shareholders: 


I am pleased to advise you that the Annual Meeting of Shareholders will be held on 
Friday, April 24, 1981, at 10:00 A.M. at the New Orleans Chamber of Commerce Building, 
Camp and Gravier Streets, New Orleans, Louisiana. The choice of New Orleans recog- 
nizes the importance of the Company’s retail sales in the Gulf Coast area as well as 
the significant number of shares of the Company’s stock which is owned by shareholders in 
this area. Last year we held the meeting in Toronto, Ontario, Canada. 


I do hope you will be able to attend the meeting; but if not, please complete and return 


the accompanying proxy. Attached is the Notice and Proxy Statement. 


Sincerely yours, 


James C. WALKER 
Chairman of the Board 


EAVYARNACO NOTICE OF 


ANNUAL MEETING OF SHAREHOLDERS 
APRIL 24, 1981 


Notice Is Heresy Given that the Annual Meeting of Shareholders of Warnaco Inc. (the 
Company ) will be held at the New Orleans Chamber of Commerce Building, Camp and Gravier 
Streets, New Orleans, Louisiana, on Friday, April 24, 1981 at 10:00 A.M. (local time) for the 
following purposes: 


ile 


To elect five directors to serve for a term of three years and until their respective 
successors shall have been duly elected and qualified. 


To consider and vote upon approval of the 1981 Stock Incentive Plan for key 
employees of the Company and its subsidiaries. 


To consider and vote upon ratification of the selection of auditors for the year 1981. 


To consider and vote upon a shareholder proposal to eliminate the election of direc- 
tors by classes. 


To consider and vote upon a shareholder proposal requesting that any new stock 
option plans be made subject to certain provisions. 


To transact such other business as may properly come before the meeting and any 
adjournments thereof. 


Only holders of voting stock of record at the close of business on February 24, 1981 are 
entitled to notice of and to vote at the meeting and any adjournments thereof. 


A copy of the Company’s Annual Report for 1980 is enclosed herewith. 


If you do not expect to be present, please date and sign the enclosed proxy and return it 
promptly in the accompanying postage paid envelope. 


By Order of the Board of Directors, 


Lioyp P. STAUDER 
Secretary 


Date: March 23, 1981 


Warnaco Inc. 
300 Lafayette Street 
Bridgeport, Connecticut 06602 
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PROXY STATEMENT 


This Proxy Statement is furnished to the holders of Common Stock, $1.50 Cumulative 
Convertible Sinking Fund Preferred Stock ($1.50 Convertible Preferred Stock) and Convertible 
Subordinated Preferred Stock, Series A (Series A Stock) of Warnaco Inc. (the Company), 350 
Lafayette St., Bridgeport, Connecticut 06602, in connection with the Annual Meeting of Share- 
holders of the Company to be held on Friday, April 24, 1981. This Proxy Statement and the 
accompanying proxy are first being mailed to shareholders on March 23, 1981. 


The proxy accompanying this Proxy Statement is solicited on behalf of the Board of Directors 
of the Company for use at such meeting and any adjournments thereof. Shares represented by 
properly executed proxies, if such proxies are received in time and not revoked, will be voted in 
accordance with the specifications thereon or, if no specifications are made, will be voted for the 
election as directors of all nominees named herein, for approval of the 1981 Stock Incentive Plan 
and Ratification of Price Waterhouse & Co. as the Company’s auditors for 1981, against the two 
shareholder proposals described herein, and in accordance with the discretion of the named 
attorneys and proxies on any other business. Any proxy may be revoked at any time before it is 
exercised by notice in writing delivered to the Secretary of the Company. 


All expenses in connection with this solicitation will be borne by the Company. The Company 
has retained D. F. King & Co., Inc. to assist in the solicitation of proxies for a fee of $8,500 plus 
reasonable out-of-pocket expenses. It is expected that solicitation will be made primarily by mail, 
but regular employees or representatives of the Company and employees of D. F. King & Co., Inc. 
may also solicit proxies by telephone, telegraph, and in person, and arrange for brokerage houses 
and other custodians, nominees and fiduciaries to send proxies and proxy material to their 
principals at the expense of the Company. 


A proposal of a security holder intended to be presented at the 1982 Annual Meeting of 
Shareholders and to be included in the related proxy statement must be received by the Company 
on or before December 24, 1981. 


VOTING SECURITIES AND PRINCIPAL SHAREHOLDERS 


The voting securities of the Company outstanding at the close of business on February 24, 
1981 consisted of 3,947,717 shares of Common Stock, 104,564 shares of $1.50 Convertible 
Preferred Stock and 308,988 shares of Series A Stock, each share of Common Stock entitling the 
holder thereof to one vote, each share of $1.50 Convertible Preferred Stock entitling the holder 
thereof to one and one-half votes and each share of Series A Stock entitling the holder thereof to 
one-quarter vote. 


To the knowledge of the Company, as of February 11, 1981, the following shareholders 
beneficially owned 5% or more of a voting class of securities of the Company and had sole 
voting and investment power with respect thereto except as noted: 


Amount and 
Nature of 
Name and Address Beneficial Percent 
Title of Class of Beneficial Owner Ownership of Class 
$1.50, Convert. Pfds Stock ee. 4.6 2: Frederic S. Hirsch 9,290 8.86 


2840 S.W. Talbot Road 
Portland, Oregon 


Title of Class 


$1.50 Convert. 


$1.50 Convert. 


$1.50 Convert. 


Series A Stock 


Series A Stock 


Series A Stock 


Series A Stock 


Series A Stock 


Pid Stockn aes 


Pid-Stock™ sane 


Rid=sStockie weet 


Name and Address 
of Beneficial Owner 


Harold S. Hirsch 
1681 S.W. Montgomery Drive 
Portland, Oregon 


Helene H. Oppenheimer, Gdn. 


Todd Oppenheimer 
2668 Vallejo Street 
San Francisco, California 


Richard Oppenheimer 
50 Peninsula Avenue 
Belvedere, California 


Betty Violet Day 
718 North “G” Street 
Tacoma, Washington 


Hollis Day 


11430 Gravelly Lake Dr., S.W. 


Tacoma, Washington 
Hollis Day, IV 


11117 Lake Steilacoom Dr., S.W. 


Tacoma, Washington 


Judd Day 
P.O. Box 1953 
Tacoma, Washington 


M. John Slikas 
7701 Zircon Drive, S.W. 
Tacoma, Washington 


Amount and 
Nature of 


Ownership of class 
27,413(a) 26.14 
7,800 7.44 
8,956 8.54 
17,955 5.81 
90,140(c) 29.00 
20,342 6.58 
56,543 18.29 
23,432 7.58 


(a) Mr. Hirsch shares voting power for 900 of these shares. In addition, Mr. Hirsch 
receives the income for life of a trust holding 1,600 shares of $1.50 Convertible Preferred Stock, 
over which he has no voting or investment power, and his wife owns 381 shares of $1.50 Con- 
vertible Preferred Stock. 


(b) Includes 200 shares of $1.50 Convertible Preferred Stock held in a trust, of which 
Mr. Oppenheimer is co-trustee and as to which he shares voting and investment power. 


(c) In addition, Mr. Day’s wife and daughter own 2,059 shares of Series A Stock. 


As of February 11, 1981, the following equity securities of the Company were beneficially 
owned by each of the directors and by the directors and officers of the Company as a group. 
Directors and officers had sole voting and investment power with respect to the securities set 
opposite their names except as noted: 


Common 
Common 


Series A 
Common 


Rame of 
Beneficial Owner 


Robert N. Anthony 


John W. Field 
William M. Fine 


Amount and 
Nature of Percent 
Beneficial 
Ownership(a) Class 
2,730 .07 
13,288 (b) .34 
300 10 
1,260 .03 


Amount and 


Title Nature of Percent 
of Name of Beneficial of 

Class Beneficial Owner Ownership(a) Class 
CONIMONNE AE Eee ae William T. French 1,050(c) 03 
SeriesmA vers oa thd. ae William M. Jennings 4,200(d) 1.36 
Common} trae. : ert). 24.2 7,875(d) .20 
Common etsprnis eee Charles J. Kittredge 525 01 
Series; Alb as. pe. seco avis. Philip J. Lamoureux 900 29 
(Coming ee ee tie oS DSO? .60 
(Gomimonery tee ee eee Frank J. Manheim 315 01 
Gommonten wre eae aoe oe James D. Moran 1,000 .03 
Sea OnConvert etd ae ee Richard Oppenheimer 8,956(e) 8.75 
@ommony dooce eee 15,314(e) 38 
31.50, Convert. Pid... 0. Lawrence L. Rennett 2,887 2.82 
CommonO ee Penni. nee 8,087 .20 
SETIOS WA Nar Mid oe AL een dee James C. Walker 1,000 a2, 
Common sens oe nae 31,030 .79 
Gommoniy , SION ARS. William S. Warner 35,484 (£) .90 
Common 5 5 EGON. 1a Jack M. Weiss 67,217(g) 1.70 
Preferred Stock(h) ........ All directors and officers 5 132, 
SeLICS PAce ese dee: ian co yaeene as a group 7,900 2.56 
Ses OuConvertmetd am ee ee 11,843 11.56 
Common: (nesses oes toe 219,694 By fByil 


(a) All Common Stock totals include shares of Common Stock issuable upon (i) conversion 
of $1.50 Convertible Preferred Stock at the rate of 1.71 shares of Common Stock for each such 
preferred share, (ii) conversion of Series A Stock at the rate of 1.05 shares of Common Stock 
for each such preferred share, and (iii) exercise of stock options as follows: Philip J. Lamoureux, 
15,280; James C. Walker, 26,830; and all directors and officers as a group, 48,285. 


(b) In addition, Mr. Field’s wife owns 17,723 shares of Common Stock. 
(c) In addition, Mr. French’s wife owns 500 shares of Series A Stock. 


(d) Includes 3,150 shares of Common Stock and 3,700 shares of Series A Stock held in 
trusts, of which Mr. Jennings is co-trustee and as to which he shares voting and investment 
power. He disclaims any beneficial interest in the 3,700 shares of Series A Stock. In addition, 
Mr. Jennings’ wife owns 473 shares of Common Stock. 


(e) Includes 200 shares of $1.50 Convertible Preferred Stock held in a trust of which Mr. 
Oppenheimer is co-trustee and as to which he shares voting and investment power. 


(£) Includes 23,000 shares of Common Stock for which Mr. Warner has voting rights only 
under a Trust Agreement as long as he remains a Director of the Company. 


(g) Includes 23,699 shares of Common Stock held in trusts of which Mr. Weiss is the 
trustee and as to which he disclaims any beneficial interest. In addition, Mr. Weiss’ wife owns 
157 shares of Common Stock. 


(h) Non-voting. 


The directors disclaim any beneficial interest in the securities described above as “owned” 
by any other person. 


ELECTION OF DIRECTORS 


The Company has three classes of directors, which were elected to serve until the Annual 
Meetings of Shareholders in 1981 (Class I), 1982 (Class II) and 1983 (Class III). The 
Company’s Certificate of Incorporation, as amended and restated, provides that the successors 
to any class of directors whose terms are expiring shall be elected to three-year terms. In addi- 
tion, the Certificate of Incorporation and the By-Laws of the Company provide that each class 
of directors shall consist of not less than two nor more than six directors, as shall be determined 
from time to time by the Board of Directors. At the 1981 Annual Meeting, five directors will 
be elected as Class I directors to hold office until the 1984 Annual Meeting and until their 
successors are elected and qualify. 


It is intended that votes will be cast pursuant to proxies solicited by this Proxy Statement 
for the election of Robert N. Anthony, William M. Fine, Richard Oppenheimer, Lawrence L. 
Rennett and James C. Walker. 


The following table sets forth certain information as to each nominee and each person 
whose term of office as a director will continue after the 1981 Annual Meeting. 


Year First 

Principal Occupation, Other Directorships Held and Became 

Name Age Past Five Years’ Business Experience Director 

NOMINEES FOR ELECTION AS DIRECTORS 
CLASS I 
(To serve until the 1984 Annual Meeting of Shareholders) 
Robert N. Anthony ....... 64 Professor, Harvard Business School. Member of 1971 
Audit Committee, City of New York. 

William M. Fine’ “eye. 54 Chairman, Chief Executive Officer and Director of 1967(1) 


Frances Denney Corporation, cosmetics manu- 
facturing; also a Director of Debenhams Ltd. 
(U.K.). Formerly President of Frances Denney 
Corporation (1978), Publishing Director of 
Hearst Magazines (1977) and President of 
Wamsutta Mills, division of M. Lowenstein & 
Sons, Inc., textile producers (1974-76). 


Richard Oppenheimer .... Al Chairman of Wells Fargo Leasing Corporation, 1978 
equipment lease financing, since January 1981; 
Senior Vice President of Wells Fargo & Com- 
pany and also of Wells Fargo Bank. Formerly 
President and Chief Executive Officer of Wells 
Fargo Leasing Corporation (1977-80) and Senior 
Vice President of that company prior thereto. 


Lawrence L. Rennett ..... 67 Chairman, Columbia Pacific Bank and _ Trust 1977 
Company; Director of Discount Fabrics Inc. 
Formerly Senior Vice President of May & 
Camp, Inc., investment securities (1975-76). 


James Ci. Walkerte 4h 61 Chairman of the Board and Chief Executive 1973 
Officer of the Company (1979 to present); also 
Chairman of the Board of Warnaco of Canada 
Limited and a Director of Speedo Holdings 
Limited, Halco Inc., Phillips Cables Limited, 
Augsbury Organization, First National Boston 
Corporation, and The First National Bank of 
Boston. Formerly President and Chief Execu- 
tive Officer of the Company (1976-79) and 
President of Warnaco of Canada Limited 
(1971-76). (2) 


“ 


DIRECTORS CONTINUING IN OFFICE 
CLASS II 
(Term of office expires at the 1982 Annual Meeting of Shareholders ) 


Year First 
Principal Occupation, Other Directorships Held and Became 
Name Age Past Five Years’ Business Experience Director 
Charles J. Kittredge ...... 59 Senior Vice President, The First National Bank of 1971 


Boston; also a Director of King’s Department 
Stores Inc., and Crane & Co. Inc. (2) 


Frank J. Manheim ....... 70 Chairman of AMEX Bank Limited (London), mer- 1963 

chant banking; also a Director of Overbridge 
International N.V., Finance & Building Invest- 
ments, Ltd., Insilco Corporation, Mercedes- 
Benz of N.A., Bushy Park Holdings, Ltd. and 
Mercedes-Benz (United Kingdom) Ltd. For- 
merly Deputy Chairman and Vice Chairman of 
AMEX Bank Limited (1975-77). 


Jameési DrMoranios) . atte 59 Chairman and Chief Executive Officer of The 1980: 

Flintkote Company (1976 to present), building 
materials manufacturer, a wholly-owned sub- 
sidiary of Genstar Limited. Formerly President 
of The Flintkote Company (1971-76). Director 
of Frontier Airlines, Genstar Limited and Kidde, 
Inc. Member of the Advisory Board of Liberty 
Mutual Life Insurance Company. 


William S. Warmer ....... 56 President, Bridgeport Hydraulic Company, utility; 1954 
also Executive Vice President and Director of 
The Hydraulic Company and a_ Director of 
Connecticut National Bank, Main Street South 
Corporation, The Litchfield County Water Com- 
pany and Timco, Inc. (3)(4) 


JackeMi: WeisS oh.05 ae loves 61 Director, U.S. F & G New Orleans Open Golf 1977 
Tournament of the PGA Tour (1974 to present). 
CLASS III 
(Term of office expires at the 1983 Annual Meeting of Shareholders ) 

Year First 

Principal Occupation, Other Directorships Held and Became 
Name Age Past Five Years’ Business Experience Director 

John® WS Field? yee: 66 President, Mine Hill Consultants and Consultant 1948 


to the Company. Director of Connecticut Na- 
tional Bank, Insilco Corporation and Warnaco 
of Canada Limited. Formerly Chairman of the 
Board of Directors of the Company (1973-79) 
and Chief Executive Officer (1958-76). (3)(4) 


William }T.Frenchs.) i. 68 Director of Burlington Industries, Inc., Ingredient 1972 
Technology Corp., Sotheby Parke Bernet Gal- 
leries, Inc., Sotheby Parke Bernet Group Ltd., 
London and Advisory Director of Manufacturers 
Hanover Trust Company. Formerly Chairman 
of First National Stores, Inc., retail food chain 
(1972-76). 


William M. Jennings ..... 60 Partner, the firm of Simpson Thacher & Bartlett, 1967 
attorneys; also President and Director of the 
New York Rangers, an advisory Director of 
Madison Square Garden Corporation, a Director 
of Suburban Propane Gas Corporation, National 
jee League and Warnaco of Canada Limited. 
Philip J. Lamoureux ...... 532 President and Chief Operations Officer of the 1977 
Company (1979 to present). Director of Con- 
necticut National Bank. Formerly Executive 
Vice President of the Company (1976-79) and 


President of the Company’s Warner’s Division 
(1970-76). (4) 
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(1) Mr. Fine served as a director for the period 1967 to 1970 and was reelected as a 
director in 1974. 


(2) The Company maintains banking relationships with The First National Bank of Boston. 
The First National Bank of Boston is a subsidiary of First National Boston Corporation.* 


(3) Mr. Warner and Mr. Field are first cousins. 
(4) The Company maintains banking relationships with the Connecticut National Bank.* 


(5) Simpson Thacher & Bartlett has been retained by the Company for many years as legal 
counsel.* 


* Please see “Transactions with Directors, Officers and Others” for further information. 


The Company has an Audit Committee and a Compensation Committee; both committees 
are appointed by the Board of Directors. The Audit Committee, which met five times in 1980, 
is composed of Messrs. Anthony, Kittredge, Rennett and Weiss. The Audit Committee reviews 
with both the Company’s independent auditors and its internal audit department various audit 
activities and recommends to the full Board the engagement or discharge of independent auditors. 
The Board of Directors has not created a Nominating Committee. 


The Compensation Committee, which met four times in 1980, is composed of Messrs. 
Jennings, Fine, French and Moran. The Compensation Committee approves employee benefits 
and the salaries of all officers and any employee earning over $80,000 annually. 


The Board of Directors met nine times during 1980, and directors have an excellent attend- 
ance record. Mr. Manheim was only able to attend 64% of Board meetings. 


Management Remuneration 


There is set forth hereafter information concerning remuneration paid and proposed to be 
paid by the Company and its subsidiaries to (1) each of the five highest paid executive officers or 
directors of the Company and (2) all officers and directors of the Company as a group, for the 
period of time during which they held such offices in 1980. 


Cash and cash-equivalent 
forms of remuneration 


Securities 
or property, 
insurance 
Salaries, fees, benefits or Aggregate of 
Name of individual directors’ fees, reimbursement, contingent 
or number of Capacities in commissions, personal forms of 
persons in group which served bonuses(1) henefits(2)(3) remuneration(4) 
James:.G.: Walker= 42 Chairman of the Board and $ 520,231 $ 4,518 $ 89,469 
Chief Executive Officer 
Philip J. Lamoureux ....... President and Chief Operating 399,204 4,117 59,900 
Officer 
Larry L. PiliegerPaney, tk Senior Vice President and 256,549 4,915 46,255 
Treasurer 
Lioyd sb. Stauderignps ence Vice President, Secretary and 110,703 3,608 11,892 
General Counsel 
Edward B. Dailey fu. e de Controller 100,449 3,434 — 
All Officers and Directors as 
a Group (22 persons) .... 1,868,302 22,872 219,086 


(1) Includes awards under the Incentive Compensation Plan of $225,000 for James C. 
Walker, $175,000 for Philip J. Lamoureux, $96,000 for Larry L. Pflieger, $29,000 for Lloyd P. 
Stauder, $27,667 for Edward B. Dailey and $602,855 for all officers and directors. Also includes 
any earned portions of 1980 awards (and interest thereon) under the Long Term Corporate 
Performance Incentive Plan (the “Long Term Plan”) of $46,239 for James C. Walker, $39,861 
for Philip J. Lamoureux, $19,256 for Larry L. Pflieger, $7,236 for Lloyd P. Stauder and $112,592 
for all officers and directors. Also includes the earned portions of interest on contingent portions 
of prior awards, interest on deferred payments under the Long Term Plan, Company contribu- 
tions under the Employee Savings Plan and interest, dividend equivalents and amounts equal 
to market value changes with respect to deferred awards under the Incentive Compensation 
Plan of $23,992 for James C. Walker, $9,343 for Philip J. Lamoureux, $21,293 for Larry L. 
Pflieger, $1,967 for Lloyd P. Stauder, $3,615 for Edward B. Dailey and $86,913 for all officers 
and directors. (See description of Incentive Compensation Plan and Long Term Plan described 


below. ) 


(2) Includes personal use of Company cars, supplementary medical insurance benefits, 
tax accounting services and Supplemental Group Long Term Disability Insurance Plan, the 
latter three of which are described below. 


(3) Does not include any amount for a cooperative apartment purchased by the Company 
at a cost of $115,000 to facilitate Mr. Walker’s move from Canada to the United States upon his 
election as President of the Company. The apartment is beneficially owned by the Company, 
and Mr. Walker pays the monthly maintenance charges (which include amortization of mortgage 
principal) and is entitled to occupy the apartment while employed in a senior management 
position. 


(4) Includes the unearned portions of 1980 awards and interest thereon as well as unearned 
interest on contingent portions of prior awards under the Long Term Plan. 


Incentive Compensation Plan 


The Incentive Compensation Plan provides for cash awards to executive employees of the 
Company, its subsidiaries and divisions based upon employee performance and operating 
results. On or before April 1 of each year the Compensation Committee (none of the members 
of which can participate in the Incentive Compensation Plan) establishes formulas or standards 
for determining the award which may be allowed to each participant in respect of the fiscal 
year than in progress. The principal standard used in such formulas or standards is the operating 
profits of the Company’s unit with which the participant is associated. 


Certain participants in the Incentive Compensation Plan, as designated by the Compensa- 
tion Committee, may elect to defer payment of half or all of his award until the termination 
of his employment at which time the accumulated amount is paid to him in monthly installments. 
A participant may also elect to defer amounts credited to his account as “units” based upon a 
30-day average market price for the Companys Common Stock, and units in the account will 
be credited with amounts equivalent to dividends paid on the Common Stock. Upon termination 
of employment, units are reconverted to fixed dollar amounts based upon the average market 
price of the Company’s Common Stock for the 36 months preceding such termination, subject 
to certain limitations. In the case of an election to have deferred amounts credited to a par- 
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ticipant’s account in dollars, interest on the accumulated amount is accrued and credited 
annually at the prime average rate of a bank designated by the Incentive Compensation Plan. 


Long Term Corporate Performance Incentive Plan (“Long Term Plan’) 


From time to time the Compensation Committee awards key executives of the Company, 
its subsidiaries and divisions units of valuation (Profit Performance Units) under the Com- 
panys Long Term Plan. The Long Term Plan provides for the award of Profit Performance 
Units to participants for a term of one or more years but in no case for a period ending later 
than December 31, 1986 (Award Term). The Plan also permits the designation of a period 
of one or more years (Base Period), the average earnings or other performance criteria for 
which may be used as a basis for the valuation of Profit Performance Units. The Chief Executive 
Officer recommends to the Compensation Committee of the Board of Directors individual 
executives for participation in the Long Term Plan. The Compensation Committee (none of 
the members of which are eligible to participate in the Long Term Plan) approves and desig- 
nates participants in the Long Term Plan and determines the number of Profit Performance 
Units to be awarded to each participant, the Award Term and the Base Period, if any. The 
formula for determining the value of Profit Performance Units is established by the Board of 
Directors and is based on the Company’s earnings per share in each year during the Award 
Term as compared with earnings per share for the Base Period and/or such other criteria as 
the Board of Directors approves for an Award Term. The Board of Directors of the Company 
also establishes from time to time the maximum number of Profit Performance Units which may 
be awarded by the Compensation Committee. The Board of Directors may change the formula 
for determining the values of Profit Performance Units during an Award Term, and the Com- 
pensation Committee may reduce the number of Profit Performance Units awarded to a par- 
ticipant during an Award Term upon any reduction in position responsibilities of that participant. 
However, no such adjustments can affect the amount previously credited to a participant’s 
account. 


The Committee maintains an account for each participant which is credited annually with 
the participant’s award for that year plus interest on that year’s award and amounts previously 
credited to such account, computed at the average prime rate of a bank designated by the Long 
Term Plan. Payments under the Long Term Plan are made in cash unless otherwise determined 
by the Compensation Committee and may be deferred by a participant. The aggregate amount 
credited to participants’ accounts during any Award Term may not exceed 5% of the Company’s 
cumulative consolidated pre-tax earnings for such Award Term after deducting therefrom the 
aggregate amount credited. 


In accordance with the provisions of the Long Term Plan the Board of Directors has estab- 
lished the maximum number of Profit Performance Units to be 3,000. The present formula for 
determining the value of each Profit Performance Unit for all participants requires that for 
each year of participation during the Award Term $0.25 will be credited for each cent of the 
Company’s earnings per share fully diluted for earnings up to $1.63 and $1.00 will be credited 
for each cent above $1.63. 


$1.63 was the average annual earnings per share fully diluted for the Company during the 
Base Term, which was the Company’s fiscal years 1966 through 1975. Unless a participant 
elects to defer payments, the balance in the participant's account (after deducting previous 
payments) will be paid as follows: 15% of the then outstanding balance following the second 
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year after the award of performance units and 30%, 45%, 60%, 75% and 100% each respective 
subsequent year of the then outstanding balance in his account. 


Employee Savings Plan 


The Warnaco Employee Savings Plan (Savings Plan) is available to sales and salaried 
employees at covered locations, who have at least six months’ service. A participant may con- 
tribute via payroll deduction 2% to 6% of his compensation, excluding all compensation over 
$40,000 to a Basic Account. In addition, a participant may also contribute 2% to 6% of all 
compensation to a Supplemental Account. 


The Company contributes an amount equal to 25% of a participant’s Basic Contribution 
to a Company account. No Company contributions are made with respect to Supplemental 
Contributions. All contributions are transferred to an insurance company and are invested in 
fixed income investments. 


At any time a participant may modify or suspend his payroll withholding authorization. 


A participant is always fully vested in his own contributions. A participant’s ownership 
in his Company account vests at the rate of 20% for each year of service, including service 
prior to participation in the Savings Plan. In addition, a participant's Company account is fully 
vested at retirement, death or disability. Upon termination or retirement, a participant may 
elect to have his account paid in cash, an annuity or a combination of both. 


In addition to the Company’s 25% contribution, a further contribution may be made 
each year out of accumulated profits upon approval of the Board of Directors, being credited 
as a percentage of the participant’s Basic Contributions during the applicable year. 


Miscellaneous Executive Plans 


To supplement the Group Long Term Disability insurance, which provides disability income 
equal to 60% of pay up to a maximum of $4,000 monthly, the Company provides for certain 
Company executives supplemental insurance protection of up to an additional $1,625 monthly. 


The Company provides an Executive Health Plan, under coverage from an insurance com- 
pany, for certain Company executives for medical expenses not covered by the Basic Group 
Health Insurance Plan up to an annual maximum of $3,000 for each executive. 


In December 1980 the Compensation Committee approved a plan for the provision of 
financial counseling services to certain Company executives. The initial review and consultation 
pursuant to that Plan will cost up to $6,000 per participant depending on the service selected 
and the participant’s income level. Subsequent annual service is expected to cost up to approxi- 
mately $1,000 per participant. 


The Company provides a tax accounting plan for certain executives to the extent that each 
such executive’s annual costs for such services exceed $600. 


Employee Retirement Plan 


The Company’s Employee Retirement Plan (Retirement Plan) for salaried personnel pro- 
vides pension benefits for Retirement Plan participants based on final average compensation 


) 


which is the average monthly compensation for any five consecutive calendar years, multiplied 
by the years of credited service. The entire cost of the Retirement Plan is borne by the Com- 
pany. The formula used in computing the benefits applies greater effect to that portion of such 
compensation which exceeds the average Social Security limit. A participant becomes fully 
vested after ten years of service with the Company and no more than 30 years may be credited 
in calculating benefits. 


For salaried employees retiring during 1981, the following are the approximate maximum 
annual retirement benefits payable under the retirement plan based upon straight life annuity 
calculations, notwithstanding available joint survivorship provisions, to persons whose highest 
final average compensation, including payments under the Incentive Compensation Plan, but not 
including deferred payments under the Incentive Compensation Plan nor any payments under 
the Long Term Plan, is in the classification indicated: 


ANNUAL BENEFITS PAYABLE AT AGE 65 


‘i ipenetics Years of Credited Service 

{Best 5 Yrs.) 410 us) 20 25 30 
$100,600 $15,174 $ 22,761 $ 30,348 $ 37,935 $ 45,522 
$150,000 23,174 34,761 46,348 57,935 69,522 
$200,000 31,174 46,761 62,348 77,935 93,522 
$250,000 39,174 58,761 78,348 97,935 eo 22 
$300,000 47,174 70,761 94,348 117,935 141,522 
$350,000 55,174 82,761 110,348 137,935 165,522 
$400,000 63,174 94,761 126,348 157,935 189,522 
$450,000 71,174 106,761 142,348 177,935 213,522 
$500,000 79,174 118,761 158,348 197,935 05 YD 
$550,000 87,174 130,761 174,348 217,935 261,522 


The credited years of service for the persons named in the table entitled “Management 
Remuneration” are: James C. Walker (5 years); Philip J. Lamoureux (28 years); Larry L. 
Pflieger (5 years); Lloyd P. Stauder (9 years); and Edward B. Dailey (18 years). The current 
remuneration covered by the Retirement Plan is the same as set forth under the caption “Salaries, 
fees, directors’ fees, bonuses” in the table on page 6 hereof except that the earned portions of 
1980 awards (and interest thereon) under the Long Term Plan and amounts described in the 
penultimate sentence of footnote | to that table are not included in the Retirement Plan. 


The Retirement Plan integrates benefit payments with Social Security. As Social Security 
benefits increase, the amounts paid from the Plan will decrease. 


To the extent a portion of an annual pension cannot be paid from the Retirement Plan as a 
result of limitations imposed by the Employee Retirement Income Security Act of 1974 (ERISA), 
the Company will provide such portion. The current maximum annual benefit payable under 
ERISA is $124,500. 
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The Company has entered into an Agreement dated as of December 31, 1976 with 
Mr. Walker pursuant to which he will receive retirement benefits from the Company in such 
amounts as he would have received under the Company’s Retirement Plan assuming credit for 
prior years’ service with subsidiaries and affiliates of the Company. The minimum benefit which 
he will receive from the Company will be $72,322 per year if he retires in 1981, rising progres- 
sively each year to $87,500 per year if he retires at his normal retirement date in 1985. The 
benefits to be paid by the Company will be reduced by any payments made to Mr. Walker under 
pension plans of Warnaco of Canada Limited presently estimated at $56,100 per year and annual 
payments under the Company’s Retirement Plan. If Mr. Walker dies before receiving payments 
for ten years, 50% of his benefits for the balance of the 10-year period will be paid to his spouse 
or his estate. 


Stock Options 


The Company has in effect a Non-Qualified Stock Option Plan (the Non-Qualified Plan), the 
1975 Stock Option Plan (the 1975 Plan) and the 1978 Stock Incentive Plan (the 1978 Plan), all 
of which were approved by the shareholders. No additional options may be granted under the 
Non-Qualified Plan. The Compensation Committee determines the grant of options under each 
of the stock option plans. 


Under the Non-Qualified Plan, as of February 24, 1981, 1,050 shares of Common Stock are 
subject to outstanding options at an average option price per share of $23.04; there is one par- 
ticipant in the Plan. The outstanding options will expire by February 24, 1982. 


Under the 1975 Plan, as of February 24, 1981, there were 125,625 shares of Common Stock 
subject to outstanding options at an average option price per share of $8.67; there are 44 partici- 
pants in the Plan. The outstanding options will expire over the period from September 29, 1986 
to February 5, 1991. 


Under the 1978 Plan, as of February 24, 1981, there were 156,205 shares of Common Stock 
subject to outstanding options at an average option price per share of $12.71; there are 46 par- 
ticipants in the Plan. The outstanding options will expire over the period from October 26, 1988, 
to February 5, 1991. 


The following tabulation shows as to the persons names in the table under the heading 
“Management Remuneration” and as to all directors and officers as a group, the following informa- 
tion with respect to stock options and stock appreciation rights in tandem therewith: (i) the 
aggregate amount of shares of Common Stock subject to options granted from January 1, 1976 to 
February 24, 1981, (ii) the average per share option exercise price thereof, (iii) the net value of 
shares (market value less any exercise price) or cash realized during the specified period upon 
the exercise or realization of such options or rights granted during that period or prior thereto, 
(iv) the numbers of shares sold during that period of the same class as those so acquired, (v) the 
title and aggregate amount of securities subject to all such options or rights outstanding as of the 
end of that period, and (vi) the potential (unrealized) value of such outstanding options and 
rights as of the end of that period (market value less any exercise or base price). The title and 
aggregate amount of shares of Common Stock subject to tandem options granted during the 
specified period and outstanding at the end thereof are separately shown. 
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All directors and 
officers as a group 


Walker Lamoureux Pflieger Stauder Dailey (22 persons) 
Granted January 1, 1976 to 
February 24, 1981: 
Number of options without 
tandem rights) 1.2.0 0.00% 30,975 17,850 16,800 2,625 — 77,250 
Number of options with tan- 
dem, Fights nner TAG 23,500 18,000 3,000 4,550 451005. 54,650 
Average per share exercise 
DUCE eet ink ie hae eee el $ 10.04 SeeLOS I Se SGA Ae $ 12.26 $ 9.78 


Exercised January 1, 1976 to 
February 24, 1981: 


Net value realized in 


shares (market value less any 
exercise price) or cash ...... $ 8,623 $ 6,066 $87,092 $ 1,611 Sa $167,811 


Sales January 1, 1976 to Feb- 
ruary 24, 1981:(1) 


Number of Shares .......... — — — — — 4,575 


Outstanding at February 24, 
1981: 


Number of options (3) 
without tandem rights. . 30,975 17,850 6,720. 2,625 = 58,170 


Number of options (3) . 
with tandem rights .. 23,500 18,000 3,000 4,340 4,100 54,340 


Potential (unrealized ) 
value (market value less 
exercise or base price) 


(ON ice oxen’ oe Me $446,936 $284,472 $76,576 $49,978 $24,559 $889,824 


(1) Sales by directors and officers who exercised options during the period from January 1, 
1976 to February 24, 1981. 


(2) Of the potential (unrealized) value at the end of the period, 61.5 per cent relates to 
exercisable options and/or tandem rights, and 38.5 per cent relates to unexercisable options and/ 
or tandem rights. 


(3) The numbers of options or rights set forth above correspond to the number of shares to 
which they relate. All share figures have been adjusted, where applicable, in accordance with the 
terms of the options or rights to reflect a 5% stock dividend in 1979. 


In addition, during the period employees were granted options and tandem rights for a total of 
214,200 shares at an average option or base price per share of $10.53. 


Remuneration of Directors 


The directors of the Company, who are not also employees of the Company, receive an 
annual retainer fee of $10,000. In addition, they receive $400 for each Board meeting attended 
and $300 for each committee meeting attended, except that the fee is $400 if a committee meets 
on a date other than a Board meeting day. 
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The Company is paying $24,000 per year for life to Jack M. Weiss pursuant to the Company’s 
guaranty of a pension and consulting contract with a former subsidiary. 


The Company has an agreement with Lawrence L. Rennett pursuant to which he will 
provide consulting services to the Company through June 30, 1981 for which he is paid $12,500 
per year. 


The Company entered into an Employment and Consulting Agreement dated as of Septem- 
ber 28, 1973, with John W. Field, which provided that upon his retirement in 1979 he be paid 
$50,000 per year for ten years and from year to year thereafter unless the agreement is termi- 
nated prior to the end of any year. If Mr. Field is disabled, he receives $25,000 per year until at 
least October 1, 1989; if Mr. Field dies during the consulting period, his wife will receive $25,000 
per year for her lifetime. All payments under the Agreement are subject to adjustment based on 
a cost of living index. 


The Company has entered into an Agreement dated as of June 25, 1976 with Mr. Lamoureux 
which provides for a minimum annual salary of $100,000 until December 31, 1981. The Com- 
pany has also agreed that in the event Mr. Lamoureux wishes to relinquish his executive duties 
on any date after December 31, 1981, it will continue to employ him in a staff advisory position 
until his normal retirement on April 1, 1993 at a salary of at least $30,000 per year. If he 
relinquishes such duties prior to January 1, 1982, he will receive a proportionally reduced 
consulting payment until his normal retirement date. 


Transactions with Directors, Officers and Others 


The Company is a party to a revolving credit agreement with several banks, including The 
First National Bank of Boston, of which Charles J. Kittredge is a Senior Vice President and 
James C. Walker is a director. During 1980 the maximum amount outstanding under credit 
arrangements with The First National Bank of Boston was $11,765,700, and the aggregate interest, 
at rates ranging from 11% to 2142% per annum, and fees accrued or paid to the Bank pursuant 
to these arrangements for 1980 was $1,046,100. Under the agreement with the aforesaid banks, 
the Company is required to pay a deficiency fee if it does not maintain on deposit with the 
lending banks average compensating balances of 5% of the total commitment and 15% of the 
outstanding loan balances with these banks. During 1980 the average amount of compensating 
balances maintained with The First National Bank of Boston was $1,897,000. The First National 
Bank of Boston is entitled to receive, in addition to interest and other amounts payable to the 
banks under such credit agreement, a fee as agent for the banks at an annual rate of $50,000. 
In addition, an affiliate of the Bank, FNB Financial Company, has agreements providing for the 
purchase of accounts receivable resulting from sales by three divisions of the Company. During 
1980 the largest outstanding balance at any one time under these agreements was $14,293,000 
and the aggregate interest, at rates ranging from 13.0% to 23.5% per anum, and commission paid 
was $615,838. 


The Company maintains a banking relationship with the Connecticut National Bank of which 
Messrs. Field, Lamoureux and Warner are directors. The maximum amount of indebtedness 
outstanding during 1980 was $2,500,000. 


The Company paid $228,746 for legal services rendered in 1980 by Simpson Thacher & 
Bartlett, of which William M. Jennings is a partner. 
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APPROVAL OF THE 1981 STOCK INCENTIVE PLAN 


On February 6, 1981, the Board of Directors adopted, subject to approval by the share- 
holders, the 1981 Stock Incentive Plan (the “1981 Plan”), which was recommended by the 
Compensation Committee. The 1981 Plan provides for the grant of options covering up to 
150,000 shares of Common Stock of the Company to key employees of the Company as designated 
by the Compensation Committee in consideration of services to be rendered by such employees. 
The option price may not be less than 100% of the fair market value of the Common Stock of 
the Company on the date of grant; the term of the options may not exceed 10 years; and the 
options may be exercised after the first anniversary of the date of grant in one or more install- 
ments, all as determined by the Committee. 


An optionee is only granted the right to purchase the shares at the option price. However, 
the Compensation Committee is authorized from time to time at its discretion to grant the 
optionee the election to exercise his option as a stock appreciation right; in such case the 
optionee would receive the value of the difference between the then fair market value of the 
optioned shares and the option price in either shares of Common Stock or 50% in shares and 
50% in cash. 


The options are not transferable or assignable otherwise than by will or the laws of descent 
and distribution. They may be exercised during the life of the optionee only by him and only 
(i) while he is in the employ of the Company or a subsidiary thereof or (ii) within three months 
of the date his employment ceased provided that the optionee’s employment was not terminated 
for cause. 


The foregoing summary is qualified by reference to the complete text of the 1981 Plan, 
which is attached hereto as Exhibit A. 


Options granted under the 1981] Plan are non-qualified stock options. No tax is imposed 
on the optionee, and no deduction is available to the Company at the time of grant of such 
options. Upon the exercise of the options, the employee will be treated as receiving compensa- 
tion in an amount equal to the excess of the fair market value of the shares at the time of 
exercise over the option price. This amount is “personal service income” and is eligible for the 
50% maximum tax rate. The amount treated as compensation is deductible by the Company in 
the year of inclusion of compensation in the gross income of the employee. 


On March 16, 1981, the closing price of the Company's Common Stock on the New York 
Stock Exchange was $21.25. 


The vote required for approval of the 1981 Plan is the affirmative vote of a majority of the 
voting power of all voting securities represented in person or by proxy at the meeting. 


The Board of Directors recommends a vote FOR approval of the 1981 Plan. 


SELECTION OF AUDITORS 


The Board of Directors of the Company has selected Price Waterhouse & Co., independent 
public accountants, to audit the Company’s books, records and accounts for the year 1981. The 
firm of Price Waterhouse & Co. is a major accounting firm which has audited the Company’s 
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books annually since 1932. It is considered to be well qualified and has offices or affiliates 
convenient to most of the localities in the United States and abroad where the Company operates. 


The Company has been advised that a representative of Price Waterhouse & Co. will be 
present at the annual meeting. He will have the opportunity to make a statement if he desires 
to do so, and he is expected to be available to respond to appropriate questions. 


For the year ended January 3, 1981, Price Waterhouse & Co. examined the Company’s 
consolidated financial statements and its subsidiaries’ annual financial statements, reviewed 
quarterly reports and filings with the Securities and Exchange Commission and rendered various 
other services in connection with the audit fulfillment, such as the review of filings with the 
Department of Labor and the reporting and disclosure requirements under the Employee Retire- 
ment Income Security Act. Price Waterhouse & Co. also performed non-audit services which 
consisted of special tax accounting services and review of information services standards and 
procedures. The fees for non-audit services amounted to 1% of audit fees. 


The Audit Committee recommended the appointment of Price Waterhouse & Co. to examine 
the Company’s consolidated financial statements for the fiscal year 1980. In addition, the Com- 
mittee approved in advance all audit and non-audit services rendered by Price Waterhouse & Co. 
during 1980 and is of the opinion that the performance of the non-audit services discussed above 
did not infringe on the auditors’ independence. 


If a majority of the shares represented at the meeting do not ratify the selection of Price 
Waterhouse & Co., the selection of other independent public accountants will be considered by 
the Board of Directors. 


The Board of Directors recommends a vote FOR ratification of the selection of Price Water- 
house & Co. as auditors. 


SHAREHOLDER PROPOSALS 


The Company has been advised by Margot R. Gilbert, whose mailing address is 1165 Park 
Avenue, New York, New York 10028, and who is the record owner of 15 shares of Common Stock, 
that she will cause two resolutions to be introduced at the Annual Meeting of Shareholders. 
According to Ms. Gilbert, David Brown, whose mailing address is 1869 83rd Street, Brooklyn, 
New York and who is the record owner of 10 shares of Common Stock, will join as a co-proponent 
of the resolutions. 


Shareholder Proposal 1 


“RESOLVED: That the stockholders of Warnaco Inc., assembled in annual meeting in 
person and by proxy, hereby request that the Board of Directors take the steps necessary to 
provide that all directors be elected annually and not by classes, as is now provided.” 


Shareholder Reasons 


“Last year 508 owners of 274,567 shares voted in favor of our similar resolution. The 
vote against included the unmarked proxies. 
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“In asking the ending of the stagger system in 1980 General Refractories noted: “The 
recommendation of the board of directors is based on the belief that, although a classified 
board can provide continuity of management, the annual election of all directors enables 
shareholders to have their views reflected on an annual basis.’ 


“Companies recently ending the stagger system are: Eaton Corporation, Brascan Ltd., 
Pennsylvania Engineering and F & M Schaefer Corporation. 


) 
“If you agree, please mark your proxy for this resolution; otherwise it is automatically 
cast against it.” 


The shareholder vote required for the amendment of the Company’s Certificate of Incorpo- 
ration, as amended and restated, to eliminate the election of directors by classes is two-thirds of 
the voting power of all securities of the Company entitled to vote thereon. 


The Board of Directors recommends a vote AGAINST this proposal. 


Board of Directors’ Reasons 


The amendment to the Company’s Certificate of Incorporation, as amended and restated, 
which established the classification of directors was approved by the shareholders of the Company 
at the 1974 annual meeting of shareholders by a vote of 3,235,064 for adoption and 227,330 
against. At each of the annual meetings of shareholders held in 1975 through 1980 similar pro- 
posals by Ms. Gilbert were defeated by a substantial vote of the shareholders. In the opinion 
of management, the reasons for the establishment of the classification of directors have not 
changed. It permits a board of directors to plan for a reasonable period in the future and in- 
creases the likelihood of continuity in its policies. In addition, should any domestic and/or 
foreign person or entity possessing large amounts of funds or financial resources seek to obtain 
control of the Company by purchasing a substantial amount of the Company’s capital stock, 
the classification of directors renders more difficult the assumption of the management of the 
Company by any such person or entity. 


Shareholder Proposal 2 


“RESOLVED: The stockholders of Warnaco Inc. hereby request any new stock option 
plans be made subject to the following provisions: 


(a) Shares to be optioned will be optioned in yearly installments; the right to 
purchase shares in each installment will not be cumulative and will expire to the extent 
not exercised during the applicable installment period: 


(b) The aggregate purchase price of the shares covered by an option may not 
exceed 150% of an individual’s annual cash compensation: 


(c) No options will be granted in any year to executives within 18 months of their 
automatic retirement date: 


(d) It shall be a negative factor in granting new options if an optionee has sold 
optioned stock to pay off a loan, enabling optionee to pick up new options: 


(e) Option price be not less than the per share net working capital value: 
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(f) There shall be no “performance shares” offered to executives without cost: 


(g) Each optionee will be required, at the time of exercise of an option, to 
certify in writing to the Company that at least 60% of the stock theretofore and then 
being acquired pursuant to options was and is purchased for investment purposes, 
and the Company reserves the right to cause a legend to this effect to be placed on 
the certificates issued at time of exercise to evidence and implement this certification: 


(h) That there shall be a maximum number of options any one person is allowed: 


(i) No options shall be granted to outside directors.” 


Shareholder Reasons 


“Last year 655 owners of 276,053 shares voted in favor of our similar resolution, an 
increase over the previous year. The vote against included the unmarked proxies. 


“This resolution is introduced so that management can know the thinking of many 
owners on the subject of options. Otherwise when new plans come up we don’t have the 
opportunity to state our opposition for the reasons mentioned above. 


“If you agree, please mark your proxy for this resolution; otherwise it is automatically 
cast against it.” 


The vote required for approval of the preceding shareholder proposal is the affirmative vote 
of a majority of the voting power of all voting securities represented in person or by proxy at 
the meeting. 


The Board of Directors recommends a vote AGAINST this proposal. 


Board of Directors’ Reasons 


This shareholder proposal relates to new stock option plans. Management believes that its 
right to present to shareholders for their approval a plan which will be in the best interests of 
the Company should not be limited. Laws, taxes and the business philosophy affecting the 
grant of options can radically change and the establishment of preexisting limitations for such a 
plan could be self-defeating. Consistent with the laws and circumstances prevailing from time to 
time, management strongly feels it should have the flexibility to adopt, subject to the approval 
of shareholders, option plans providing such incentives as are deemed necessary to stimulate 
a maximum effort from employees. Accordingly, the Board has adopted the 1981 Plan which 
it believes is best suited for the Company at this time, and is now submitting the 1981 Plan 
for shareholder approval. 


GENERAL 


As far as is now known, there is no business other than that described above to be presented 
for action by the shareholders at the meeting, but it is intended that the proxies will be exercised 
upon any other matters and proposals that may legally come before the meeting and any adjourn- 
ments thereof in accordance with the discretion of the persons named therein. Such persons 
also reserve discretion to cast votes pursuant to the proxies for individuals other than the above- 
named nominees for directors, in the event any such nominee is not a candidate for director 
at the meeting. 
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EXHIBIT A 
WARNACO INC. 


1981 STOCK INCENTIVE PLAN 


1. Purpose: The purpose of the 1981 Stock Incentive Plan (hereinafter called the “Plan”) 
is to aid Warnaco Inc. (hereinafter called the “Company” ) and its subsidiaries in attracting and 
retaining personnel of exceptional ability by enabling key employees (including employees who 
may also be officers and/or directors of the Company or its subsidiaries) to obtain a proprietary 
interest in the business in the form of the Company’s Common Stock, thereby stimulating in such 
individuals an increased desire to render greater service which will contribute to the continued 
growth and success of the Company. 


2. AMOUNT AND Source oF Stock: Except as otherwise permitted pursuant to paragraph 10 
hereof, the total number of shares of the Company’s Common Stock which may be issued under 
the Plan shall not exceed 150,000, and may be authorized and unissued shares or issued and 
reacquired shares, as the Board of Directors may from time to time determine. The number of 
shares of the Company’s Common Stock available for grant of options under the Plan shall be 
increased due to the expiration or termination of options which have not been exercised and shall 
be decreased by the number of shares issued either upon exercise of options or exercise of stock 
appreciation rights. 


3. EFFECTIVE DATE AND TERM OF PLAN: The Plan shall become effective when adopted by 
the Board of Directors of the Company and approved by stockholders. “Approval by stockhold- 
ers” shall mean the vote necessary for stockholder approval under Section 33-344 of the Connecti- 
cut Stock Corporation Act. Options may be granted under the Plan on or before February 5, 1991. 


4, ADMINISTRATION: The Plan shall be administered by a committee of the Board of Direc- 
tors of the Company designated as the “1981 Stock Incentive Plan Committee” (hereinafter called 
the “Committee” ) consisting of not less than three non-employee directors of the Company to be 
appointed by, and to serve during the pleasure of, the Board of Directors. The Committee shall 
have full power to interpret the Plan and to establish and amend rules and regulations for its 
administration. The Board of Directors may from time to time appoint members of the Board of 
Directors in substitution for or in addition to members previously appointed ‘and may fill vacan- 
cies, however caused, in the Committee. The Committee shall select one of its members as its 
chairman and shall hold its meetings at such times and places as it shall deem advisable. A 
majority of its members shall constitute a quorum. All action of the Committee shall be taken 
by a majority of its members, except that action may be taken by a written instrument signed by 
all of the members and action so taken shall be fully as effective as if it had been taken by a 
vote of a majority of the members at a meeting duly called and held. The Committee may appoint 
a secretary, who need not be a member of the Committee, shall keep minutes of its meetings, 
shall make such rules and regulations for the conduct of its business as it shall deem advisable 
and shall report its actions to the Board of Directors. 


5. SELECTION: From time to time the Committee shall determine which of the key employ- 
ees of the Company or its subsidiaries (including employees who may also be officers and/or 
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directors of the Company or its subsidiaries ) shall be granted options under the Plan (hereinafter 
called the “Optionee”) and the number of shares subject to each option. For the purpose of the 
Plan, the term “key employee” means any employee who has responsibility in management, 
administration or supervision of the business or affairs of the Company, or of any division or 
subsidiary thereof. 


6. Terms oF Options: (a) Option Period: Each option granted under the Plan (herein- 
after called the “Option”) shall be exercisable after stockholder approval of the Plan and only 
during the term commencing on the first anniversary of the date when the Option was granted 
and ending (unless the Option shall have terminated earlier under the provisions of the Plan) on 
a date (hereinafter called the “Termination Date”) to be fixed by the Committee but not later 
than the day preceding the tenth anniversary of the date when granted. 


(b) Option Price: The option price of each Option granted under the Plan (hereinafter 
called the “Option Price”) shall be the mean between the high and low trading prices of the 
Common Stock of the Company on the Composite Index-New York Stock Exchange (herein- 
after called the “Fair Market Value”) on the date the Option is granted, as determined by the 
Committee, or, if no sales have taken place on such date, the mean between the bid and the 
asked prices on such Exchange. In no event shall the Option Price be less than the stated value 
of a share of Common Stock of the Company. 


(c) Exercise of Options: The Committee shall.have authority to grant Options exercisable 
in full at any time during their term after the first anniversary or exercisable in installments after 
the first anniversary. If an Option is exercisable in installments, such installments shall not be 
more than ten in number, as determined by the Committee. Installments or portions thereof not 
exercised in earlier periods shall be accumulated and be available for exercise in later periods. 
In exercising his Option, the Optionee may exercise less than the full installment available to him, 
but he must exercise the Option in full shares of Common Stock of the Company. The Optionee 
is limited to ten exercises during the term of his Option. 


(d) Nontransferability of Options: Each Option shall during the Optionee’s lifetime be 
exercisable only by him, and neither it nor any right hereunder shall be transferable otherwise 
than by will or the laws of descent and distribution or be subject to attachment, execution or 
other similar process. In the event of any attempt by the Optionee to alienate, assign, pledge, 
hypothecate or otherwise dispose of his Option or of any right hereunder, except as provided for 
herein, or in the event of any levy of any attachment, execution or similar process upon the 
rights or interest hereby conferred, the Company may terminate his Option ‘by notice to the 
Optionee and it shall thereupon become null and void. 


(e) Cessation of Employment of Optionee: If prior to the Termination Date, the Optionee 
shall cease to be employed by the Company or a parent or subsidiary thereof (otherwise than by 
reason of the death of the Optionee), each Option, and all rights hereunder, to the extent that 
such rights shall not have been exercised, shall terminate and become null and void unless the 
Optionee, prior to the Termination Date but within ninety days of the date the Optionee’s em- 
ployment so ceased, has exercised the Option to the extent, if any, that the Optionee was entitled 
to exercise it on the date of termination of his employment; provided, however, that if the Optionee 
shall be discharged for cause (which shall be defined as participation in conduct during 
employment consisting of fraud, felony, willful misconduct or commission of any act which 
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causes or may reasonably be expected to cause substantial damage to the Company) each 
Option to the extent not previously exercised shall terminate at once. 


(f£) Death of Optionee: In the event of the death of the Optionee, prior to the Termination 
Date, while employed by the Company or a parent or subsidiary thereof or while entitled to 
exercise each Option pursuant to the immediately preceding paragraph, each Option may be 
exercised at any time or from time to time prior to the Termination Date but within one year of 
the date of his death, by the person or persons to whom the Optionee’s rights under each Option 
shall pass by will or by the applicable laws of descent and distribution, to the extent, if any, that 
the Optionee was entitled to exercise it on the date of his death. 


7. Stock Appreciation Rights: The Committee may (but shall not be obligated to) in 
its sole discretion from time to time during the term of this Plan, upon such terms and condi- 
tions as it shall deem appropriate, authorize on behalf of the Company the exercise of Stock 
Appreciation Rights to an Optionee in lieu of purchasing shares of Common Stock as provided in 
this Plan on condition that the Optionee surrenders an option or a portion thereof of an equiv- 
alent number of shares (but only to the extent and in the amounts that such option shall then be 
exercisable). In the event of any such authorization by the Committee, the Optionee may elect 
to receive as a Stock Appreciation Right the value of the difference between the Option Price 
and the higher Fair Market Value of the Common Stock of the Company on the date of exercise 
(hereinafter called the “Stock Appreciation Right” ). 


In authorizing any Stock Appreciation Rights to an Optionee, the Committee may authorize 
the Stock Appreciation Right value to be paid in one or either of the two following methods: 


(1) Optionee may be paid only in full shares of Common Stock of the Company. If 
necessary, payment of cash shall be made for any fractional share interest. 


(2) Optionee may be paid 50% in full shares of Common Stock of the Company and 
50% in cash. Such an exercise of a Stock Appreciation Right must be made during the 
period beginning on the third business day following the date of release of annual or 
quarterly financial information to the public and ending on the twelfth business day 
following such date. 


The number of shares of Common Stock to be issued representing the Stock Appreciation Right 
value on the date of exercise will be computed as follows: 


Fair Market Value less Option Price 
times 
Number of Stock Appreciation Rights (Shares) being exercised 
divided by 
Fair Market Value 
equals 
Number of Shares of Common Stock to be Issued 
(or 50% of that number if such authorization is given and such alternative is elected). 
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8. Payment Upon Exercise: Payment of the Option Price upon exercise of any Option 
shall be made to the Company either (i) by certified or bank cashier's check payable to the 
order of the Company in New York Clearing House funds, (ii) at the discretion of the Com- 
mittee, by delivering Company Common Stock (“Stock”) already owned by the Optionee or a 
combination of stock and check, or (iii) in any other form acceptable to the Company, togethér 
with payment or arrangement for payment of any federal income tax required to be withheld 
by the Company. The Fair Market Value of Stock so delivered shall be the mean of the high 
and low prices of publicly-traded shares of Stock on the date of exercise, as reported on the 
Composite Transactions reporting system. 


9. INSTRUMENT OF GRANT: The terms and conditions of each Option granted under the 
Plan shall be set forth in an instrument designated “Stock Incentive” substantially in the form of 
Annex A attached hereto and made a part hereof. The Committee may make such modifications 
in the provisions of the instrument of grant as it shall deem advisable or as may be required by 
any provision of the Internal Revenue Code. 


10. ApyusrmMents Uron CHaNcEs In Stock: If (a) the Company shall at any time be 
involved in a transaction to which subsection (a) of Section 425 of the Internal Revenue Code is 
applicable; (b) the Company shall declare a dividend payable in, or shall subdivide or combine 
its Common Stock; or (c) any other event shall occur which in the judgment of the Board of 
Directors necessitates action by way of adjusting the terms of the outstanding options, the Board 
of Directors shall forthwith take any such action as in its judgment shall be necessary to preserve 
to the Optionees rights substantially proportionate to the rights existing prior to such event and 
to the extent that such action shall include an increase or decrease in the number of shares of 
Common Stock subject to outstanding Options, the number of shares available under paragraph 
2, shall be increased or decreased, as the case may be, proportionately. The judgment of the 
Board of Directors with respect to any matter referred to in this paragraph shall be conclusive 
and binding upon each Optionee. 


11. AMENDMENT AND TERMINATION: The Board of Directors may amend or terminate the 
Plan, but may not: (i) without the consent of the Optionee, alter or impair any rights or obliga- 
tions under any Option theretofore granted or (ii) without the approval of the holders of a 
majority of the outstanding shares of the Company entitled to vote thereon, make any alteration 
in the Plan, except as provided in paragraph 10 hereof, which operates: 


(a) to increase the total number of shares which may be issued under the Plan; 
(b) to extend the term during which Options may be granted under the Plan; 


(c) to permit the exercise of an Option after the date on which such Option would 
otherwise terminate pursuant to the terms thereof; or 


(d) to reduce the Option Price per share to less than 100% of the Fair Market Value 
of the Common Stock on the date the Option is granted. 


12. Pian Dors Not ConrerR EMPLOYMENT OR STOCKHOLDER Ricuts: The right of the 
Company or any parent or subsidiary thereof to terminate (whether by dismissal, discharge, 
retirement or otherwise) the Optionee’s employment with it at any time at will or as otherwise 


A-4 


provided by any agreement between the Company and the Optionee, is specifically reserved. 
Neither the Optionee nor any person entitled to exercise his rights in the event of his death 
shall have any rights of a stockholder with respect to the shares subject to each Option, except 
to the extent that a certificate for such shares shall have been issued upon the exercise of 
each Option as provided for herein. 


13. Derrrnitions: As used in the Plan the terms “parent” and “subsidiary” shall have the 
meanings assigned to such terms in Section 425 of the Internal Revenue Code and in addition 
the term “subsidiary” shall include both foreign and domestic subsidiaries and any corporation 
which may become a subsidiary after the date of adoption of the Plan. 
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ANNEX A 


WARNACO INC. 
STOCK INCENTIVE 


Know Axtu MEN By THESE PRESENTS: 


For valuable consideration, receipt of which is hereby acknowledged, Warnaco Inc., a Con- 
necticut corporation (hereinafter called the “Company” ), hereby grants to the Optionee, 
, Whose address is an Option, subject 
to the terms and conditions of the 1981 Stock Incentive Plan of the Company, which Plan is 
incorporated herein by reference, and subject to approval of the stockholders. 


Optionee may purchase from the Company an aggregate of shares of the Common 
Stock of the Company at an Option Price of per share. The Option Price is considered 
by the Company to be 100% of the Fair Market Value per share of the Common Stock of the 
Company on the date hereof. 


Optionee may exercise this Option as follows: (here insert installments for exercise or date 
on which whole Option is exercisable in accordance with the Plan). The Option must be exer- 
cised before the Termination Date, 


Subject to the provisions of the Plan, this Option may be exercised by written notice to the 
Company stating the number of shares with respect to which it is being exercised and accom- 
panied by payment of the Option Price (a) by certified or bank cashier’s check payable to the 
order of the Company in New York Clearing House funds or (b) at the discretion of the Com- 
mittee, by delivering Company Common Stock (“Stock”) already owned by the Optionee or a 
combination of Stock and Check, or (c) in any other form acceptable to the Company, together 
with payment or arrangement for payment of any federal income tax required to be withheld by 
the Company. As soon as practicable after receipt of such notice and payment, the Company 
shall, without transfer or issue tax or other incidental expense to the Optionee, deliver to the 
Optionee at the offices of the Company at 350 Lafayette Street, Bridgeport, Connecticut, or such 
other place as may be mutually acceptable, or, at the election of the Company, by first-class 
insured mail addressed to the Optionee at his address shown in the employment records of the 
Company or at the location at which he is employed by the Company or a subsidiary, a cer- 
tificate or certificates for previously unissued shares or reacquired shares of its Common Stock, 
as the Company may elect. 


The Company may postpone the time of delivery of certificates for shares of its Common 
Stock for such additional time as the Company shall deem necessary or desirable to enable it to 
comply with the listing requirements of any securities exchange upon which the Common Stock 
of the Company may be listed, or the requirements of the Securities Act of 1933 or the Securities 
Exchange Act of 1934 or any Rules or Regulations of the Securities and Exchange Com- 
mission promulgated thereunder or the requirements of applicable state laws relating to authori- 
zation, issuance or sale of securities. 


If the Optionee fails to accept delivery of the shares of Common Stock of the Company upon 
tender of delivery thereof, his right to exercise this Option with respect to such undelivered 
shares may be terminated. 


If prior to the Termination Date the Optionee ceases to be employed by the Company or 
dies while in the employ of the Company, Sections 6(e) and (f) of the Plan will apply. This 
Option shall be wholly void and of no effect after the Termination Date. 


In Wirness WueEreor, WarnAco Inc. has caused this Option to be executed by its officers, 
thereunto duly authorized, as of the day of 
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WARNACO OF CANADA LIMITED 


Notice of Special and Annual Meeting 
of Shareholders 


NOTICE IS HEREBY GIVEN that a Special and Annual Meeting of Shareholders of WARNACO OF CANADA LIM- 
ITED will be held at Hotel Toronto, 145 Richmond Street, West, Toronto, Ontario, Canada, on Tuesday, April 21, 
1981, at 9:30 a.m., for the following purposes, namely: 
1. to consider and, if deemed fit, to confirm, with or without variation, By-law C-2 of the By-laws of the 
Corporation duly made, passed and enacted by the Board of Directors on the 24th day of March, 1981. 
providing, inter alia, for the appointment of Honorary Directors; 


2. to receive the financial statements of the Corporation, the report of the Auditors and the report of the 
Directors for the financial year ended January 3, 1981; 


3. to elect Directors; 

4. to appoint Auditors; and 

5. to transact such other business as may properly come before the Meeting and any adjournment thereof. 
BY ORDER OF THE BOARD OF DIRECTORS, 


Donald B. Wilkie, 
Secretary. 


Prescott, Ontario, March 27, 1981. 


IF YOU DO NOT EXPECT TO BE PRESENT IN PERSON AT THE MEETING, PLEASE COMPLETE, DATE, SIGN 
AND RETURN THE ENCLOSED PROXY IN THE ACCOMPANYING RETURN ADDRESSED ENVELOPE. 


Management Proxy Circular 


Solicitation of Proxies 


This Management Proxy Circular is furnished in connection with the Special and Annual Meeting of the Share- 
holders of WARNACO OF CANADA LIMITED (hereinafter referred to as the ‘'Corporation’’) to be held on 
Tuesday, April 21, 1981. THE ACCOMPANYING INSTRUMENT OF PROXY IS SOLICITED BY THE MANAGE- 
MENT OF THE CORPORATION. The solicitation of proxies will be primarily by mail but proxies may also be soll- 
cited personally or by telephone by regular employees of the Corporation. The cost of solicitation will be borne by 
the Corporation. 


Voting of Proxy 


The shares represented by the proxy will be voted or withheld from voting, as the case may be, on any ballot that 
may be called for and, where the Shareholder specifies a choice with respect to any matter for which a choice Is 
provided, such shares shall be voted or withheld from voting in accordance with the specifications so made. 
Where a choice is not specified by the means provided in the proxy, IT IS INTENDED THAT THE SHARES REP- 
RESENTED BY THE PROXY IN EACH SUCH CASE WILL BE VOTED IN FAVOUR OF EACH SUCH MATTER. 


The enclosed form of proxy confers discretionary authority with respect to amendments or variations to matters 
identified in the Notice of Special and Annual Meeting, or other matters that may properly come before the Spe- 
cial and Annual Meeting. The management is not aware that any such amendments, variations or other matters 
are to be presented for action at such Meeting. 


Designation of Proxy 


The persons named in the enclosed instrument of proxy have indicated to the Corporation their willingness to 
represent as proxy Shareholders desiring to so appoint them. IF, HOWEVER, A SHAREHOLDER DESIRES TO 
APPOINT AS PROXY A PERSON OTHER THEN THOSE DESIGNATED, HE SHOULD INSERT THE NAME OF HIS 
REPRESENTATIVE IN THE SPACE PROVIDED THEREFOR. A person acting as proxy need not be a Shareholder 
of the Corporation. 


Revocability of Proxy 


A Shareholder giving a proxy may revoke the proxy by an instrument in writing, executed by him or by his at- 
torney duly authorized in writing or, if the Shareholder is a body corporate, under its corporate seal or by an of- 
ficer or attorney thereof duly authorized, deposited at the registered office of the Corporation, St. Lawrence 
Street, Prescott, Ontario, Canada, KOE 1T0, at any time up to and including the last business day preceding the 
day of the Meeting, or any adjournment thereof, at which the proxy is to be used, or with the Chairman of the 
Meeting on the day of the Meeting or any adjournment thereof. A Shareholder giving a proxy may also revoke 
the proxy in any other manner permitted by law. 


Voting Shares and Principal Holders Thereof 


Common shares of the Corporation are entitled to be voted at the Meeting and at any adjournment thereof. Each 
holder of common shares is entitled to one vote for each share held. As at March 24, 1981, there were 
1,000,000 common shares outstanding. The right to vote is not limited to Shareholders of record as of a specified 
record date. 


Warnaco Inc., a Connecticut corporation, beneficially owns or exercises control or direction over 700,000 

common shares representing 70% of the outstanding common shares of the Corporation. Warnaco International 

Inc., a Delaware corporation and a wholly-owned subsidiary of: Warnaco Inc., is the holder of record of 700,000 
| shares of the Corporation. 
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Confirmation of By-law C-2 


By-law C-2, made, passed and enacted by the Board of Directors at a meeting duly called and held on the 24th 
day of March, 1981, reads as follows; 


BY-LAW C-2 
BE IT AND IT IS HEREBY MADE, PASSED AND ENACTED AS A BY-LAW OF THIS CORPORATION: 


1. THAT the Board of Directors may appoint as an Honorary Director a retiring member of the Board who is in a 
position to provide special help or counselling to the Board; 


2. THAT Honorary Directors, if appointed, shall be appointed at the Meeting of the Board of Directors held im- 
mediately following the Annual Meeting of Shareholders and, subject to the pleasure of the Board, shall hold 
office until the termination of the next Annual Meeting of Shareholders; 


3. THAT no person shall be eligible for re-appointment as an Honorary Director if that person has attained the 
age of seventy-two (72) years, provided, however, that nothing herein contained shall prevent or prohibit any 
such person who becomes an Honorary Director and who attains seventy-two (72) years of age during a cur- 
rent term of office from remaining and acting as an Honorary Director during the remainder of his then cur- 
rent term of office; and 


4. THAT Honorary Directors, upon the invitation of the Chairman of the Board, shall be entitled to attend Meet- 
ings of the Board of Directors and Meetings of the Shareholders of the Corporation, to be paid the same an- 
nual fee and, if applicable, attendance fee as may from time to time be payable to the Directors of the Cor- 
poration, and to be reimbursed for travelling and other expenses properly incurred by them, but Honorary 
Directors, as such, shall have no voting rights nor shall they serve on any Committee of the Board of 
Directors. 


The confirmation of By-law C-2 requires the favourable vote of at least a majority of the votes cast by the Share- 
holders who vote in respect thereof. 


Election of Directors 


The Board of Directors of the Corporation consists of ten (10) Directors to be elected annually. Each Director so 
elected will hold office until the next Annual Meeting of Shareholders or until his successor is elected or ap- 
pointed unless he shall resign or his office becomes vacant by death, removal or other cause. Pursuant to the 
provisions of the By-laws of the Corporation, the Board of Directors, at a Meeting duly called and held on the 
24th day of March, 1981, reduced the number of Directors from ten (10) to nine (9), effective April 21, 1981. 


In the following table and notes thereto are stated the names of all persons proposed to be nominated for elec- 
tion as Directors, the major offices with the Corporation and its significant affiliates presently held by them, their 
principal occupations, the period or periods of their service as Directors of the Corporation and the approximate 
number of shares of the Corporation, and of the Corporation's holding body corporate, owned or over which con- 
trol or direction is exercised by each such person as of March 24, 1981. 


Number of Number of 

Common Common 
Name of Nominees and Shares of the Shares of 
Principal Occupation Served as Director Corporation (2) Warnaco Inc. (2) 


HAROLD H. BOTNICK, July 29, 1976 to date 9,600 4.935 
President and Chief Executive Officer of the Corporation, 
Manufacture and Sale of Apparel 


JOHN W. FIELD, «) May 31, 1973 to date 100 13,288 


President, Mine Hill Consultants, 
Management Consultants 


WILLIAM M. JENNINGS, July 171973 to Nil 3,465 


A Senior Partner in the Legal Firm of July 29, 1976 and 
Simpson Thacher & Bartlett April 26, 1977 to date 


RICHARD F. KRAL, «4) Te Nil 994 
President of Warnaco International Inc. and 

President, Warners, a Division of Warnaco inc., 

Manufacture and Sale of Apparel 


TAPERED LINDSAY, October 1, 1973 to date 4, 800 500 
Business Consultant 


PAUL Bs PAINE, O:G., 3) April 25, 1978 to date Nil Nil 
Chairman of the Board, President and 

Chief Executive Officer of 

Montreal Trust Company 


WARREN Y. SOPER, (3) July 17, 1973 to date 1,500 Nil 
Vice-President, Pitfield MacKay Ross Limited, 
Investment Dealers 


JAMES C. WALKER, (1) May 31, 1973 to date 3,600 Sal50 
Chairman and Chief Executive Officer of Warnaco Inc. and 
Chairman of the Board of the Corporation 


DONALD B. WILKIE, November 11, 1977 5 Nil 
A Partner in the Legal Firm of Bronstetter, Wilkie, to date 

Penhale, Donovan, Giroux & Charbonneau, and 

Secretary of the Corporation 


(1) Director of Warnaco Inc. which is the beneficial owner of or exercises control or direction over 700,000 common shares of the 
Corporation. 

(2) Information as to shares owned, or over which control or direction is exercised, has been furnished by the respective nominees 
individually. Messrs. Jennings and Walker also beneficially own or exercise control or direction over 4,200 Series A Preferred 
Shares and 1,000 Series A Preferred Shares, respectively, of Warnaco Inc. 

(3) Member of the Audit Committee. Pursuant to the provisions of the Canada Business Corporations Act, the Corporation must have 
an Audit Committee. 

(4) Mr. Richard F. Kral has been employed during the past 5 years in various capacities by Warnaco International Inc. and affiliated 
companies. 


Directors’ and Officers’ Remuneration from the Corporation and its Affiliates 
The following information is given for the last completed financial year of the Corporation ended January 3, 1981: 


Directors’ 
fees Salaries Bonuses Total 


Remuneration of Directors 
(A) Number of directors: 10 
(B) Body Corporate incurring the expense 
Warnaco: of Canada Eimiteds: essere ee arene 36,000 36,000 


Remuneration of Officers 
(A) Number of officers: 5 
(B) Body Corporate incurring the expense 
Wamaco of Ganacdanlelinnitec aes renenener een ae en 242,100 75,878 317,978 


TOTALS (29 8.5 2 5 ee i ee 36,000 242,100 75,878 305,976 


No Director, officer, proposed nominee for election as a Director or associate of any of the foregoing is or has been in- 
debted to the Corporation at any time since the beginning of the last completed financial year of the Corporation. 


The estimated aggregate cost to the Corporation in such year of all benefits proposed to be paid under any pension or 
retirement plans upon retirement at normal retirement age to the officers was $23,255. 


Directors’ and Officers’ Liability Insurance 


The Directors and officers of the Corporation are insured against certain liabilities under Directors’ and officers’ liability 
insurance policies issued to Warnaco Inc., which policies also insure the Directors and officers of Warnaco Inc. and its 
subsidiaries. Such policies of insurance provide, inter alia, for a limit of liability of an aggregate amount of $15,000,000 
in each policy year. The portion of the premiums attributable to the participation of the Corporation in such insurance, 
which portion was charged to the income of the Corporation for the financial period ended January 3, 1981, amounted 
to $1,000 in United States funds. 


Interest of Management and Others in Material Transactions 


Since the commencement of the Corporation's last completed financial year, Warnaco Inc. and/or associates and/or 
affiliates thereof have had material interests in transactions or proposed transactions that have materially affected or 
will materially affect the Corporation as follows: 


1. Warnaco Inc., 350 Lafayette Street, Bridgeport, Connecticut, 06602, and its subsidiaries have from time to time 
supplied certain materials or products to the Corporation and therefore can be considered to have an interest, di- 
rectly or indirectly, in any such transaction. Purchases of materials and products by the Corporation from Warnaco 
Inc. and its subsidiaries during the last completed financial year of the Corporation amounted in the aggregate to 
$728,000. 


2. Pursuant to Licence Agreements granted by Warnaco Inc. or its subsidiaries, the Corporation has the right to use 
certain trademarks and the exclusive right to manufacture, sell and distribute certain product lines in Canada. Li- 
cence fees paid by the Corporation to Warnaco Inc. and its subsidiaries during the last completed financial year of 
the Corporation amounted in the aggregate to $472,000. 


2) 3. During the last completed financial year of the Corporation, the Corporation reduced its indebtedness to Warnaco 
Inc. from $1,638,000 to $1,000,000 and paid interest in respect of such indebtedness in the amount of $179,000. 


Appointment of Auditors 


Price Waterhouse & Co. are the auditors of the Corporation and were first appointed as such for the financial year 
1973. It is proposed by management that Price Waterhouse & Co. be reappointed the auditors of the Corporation. 


The contents and the sending of this Management Proxy Circular have been approved by the Board of Directors of the 
Corporation. 


Donald B. Wilkie, 
Secretary. 


Prescott, Ontario. 
March 24, 1981. 


